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Surely You Are Prepared 
To Handle Quick Deliveries 


But -- Are You Also Prepared to Pass Upon Your Credits Quickly | 
and Intelligently and Thus Prevent Avoidable Losses -- | »: 
Before the Goods Leave Your Store? 





For This Purpose, 150 Stores Are Now RI 
Connected to 25 Bureaus 
By Means of the Pav 


TELAUTOGRAPH 


(The Modern Method of Handling Credit Information) 
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Conclu$ive proof of the value of telautographs in tomer, unaware that his credit status is being Offi 
the handling of credit information is provided in the checked, will be pleased with the courteous and im- c 
increasing number of stores and bureaus adopting mediate service he receives. When customers are n 
this service and in the enthusiasm of its users. accorded such treatment they naturally increase C 

Telautographs completely modernize the old their purchases. T 
methods of handling credit data and will permit Telautographs are one hundred per cent accu- Gen 
you TO WRITE, over wires, direct to the bureau, rate. Consequently, when the human element errs, > 
without the knowledge of the applicant, and secure there can be no “passing the buck” because telau- Fait 
a reply, in indelible handwriting, giving you the in- tographs leave permanent, handwritten records by T 
formation desired. References, trade clearances, means of which responsibility may easily be placed. he 
reports, etc., are cleared in this manner, in a few Realizing this fact, your personnel will strive for Buil: 
minutes’ time. greater accuracy and efficiency and the spirit of co- 

Thus you will be protected against unnecessary operation between the store and bureau, which is a Cons 
credit losses by obtaining promptly, complete in- very important consideration, will be improved ac- 
formation before passing on credits and the cus- cordingly. Reso 

. “A \ 
The M-A-C Plan and Kennedy Clothing Co. i 
of Providence, R. I., Recently Installed Wast 
Telautograph Service to the Providence Credit Are 1 
Bureau New 
Telautograph Rentals Rarely Exceed $1.00 Per Day for Each Store! -_ 
We Have a Branch Office Near You—Send for Our Man Now! Sata 
old on 
(NO OBLIGATION—OF COURSE) 2 = 
ont 
This pi 
MEMBER authorit 
and ar 
TELAUTOGRAPH CORPORATION fi 
= : Associa 
16 W. 6l1st St. New York City 
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YOU NEED 
This New Book 


“Proven Plans to Speed Collections 
and 
Timely Tips to Trim Office 
Overhead” 


Copyright, 1938 


HIS book is from the pen of a man who has spent 

over twenty years in the study and practice of the 
art of collecting money and retaining the good will and 
patronage of those from whom he collected. 


In this book will be found: 


288 successful collection ideas, plans and letters. 

470 collection paragraphs in a unique letter book a: ed 
according to appeals to different emotions, ed 
and numbered for convenient use, including— 

204 effective ways to close your collection letter for ac- 


tion. 
147 atteution-getting opening paragraphs for collection 


etters. 
119 miscelianeous collection paragraphs classified +. “w 
ing to appeals to pride, fear, sense of fairness, 
51 tracing tricks and schemes to locate the debtor. ake 


ves. 

42 ane and labor saving office short cuts and postage 
saving ideas, 

25 specific ways to cut bad check losses and points to 
watch in cashing check 

10 ways to use the eslephone to improve collections. 

4 ways to locate debtor’s place of meen. 

The most successful plan of a Texas ection expert in 
collecting from farmers 

How to get your money on ‘defective remittances and bad 


chec 

How a Dallas collection expert collected a pn tee 
judgment in Texas where wages cannot be 
from a debtor with no property, who carried hia bank 
account in another city under his wife’s name. 

A plan used by one merchant to educate his customers 
to pay by the 10th. 

A letter that asked only for a date but brought back 

checks in all baa! one case. 

A scheme that collected 50 ra cent of a big list of small 

as accounts an ade the debtor smile as he 


A p 1 stunt in following up broken promises that 
brought in 80 per cent returns within five days. 

A gag ed up collections 75 per cent on accounts 
under 

A plan that enabled a dentist to collect 98 per cent of his 
accounts over a period of ten years. 

A simple plan that enabled a wholesale credit man to 
reduce his bad debt losses to less than 1/15 of 1 per 
cent over a period of seven years. 


This is really more than a book. It is a working kit 
for the credit man, the merchant, the professional man 
or anyone who has anything to do with collections. 


You also get a letter and paragraph book with definite 
and specific instructions on how to use it as well as a 
generous supply of blank pages to enable you to add 
your collection letters and paragraphs and tie this right 
in with your own business, 


Handsomely bound in serviceable black, imitation 
leather (loose leaf), size 9x11 inches, it is a most 
unique portfolio—a veritable treasure book of PROVEN 
PLANS TO SPEED COLLECTIONS AND TIMELY 
TIPS TO TRIM OFFICE OVERHEAD. 


The price grog set for this was $15.00 but to 
make it available to a larger number, it may now be 
purchased for the unbelievably low price of 


$5.00 


ARTHUR P. LOVETT 
4455 PENN STREET KANSAS CITY, MO. 
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It Was an Outstanding Convention! 


HE Twenty-First Annual Convention of the 
T ssional Retail Credit Association, held in 

Memphis, Tennessee, June 19 to 22, will go 
down in history as one of the most outstanding in 
the memory of credit men, outstanding in achieve- 
ment as well as preparation. 

From the first morning, when “Sandy” Sinclair 
of Kansas City, he of the inimitable personality, 
led the delegates in song, to the final adjourn- 
ment, it was a purposeful convention, full of en- 
thusiasm and dynamic action. Even in attendance, 
it was outstanding: More than 800 delegates not 
only registered but attended regularly. 

The first convention in two years, it carried a 
new note—one of aggressive optimism, noticeable 
even in the interest manifested by the attending 
delegates in the manufacturers’ exhibits of busi- 
ness equipment and appliances. 

No tribute, however lavish, can exaggerate the 
wonderful job done by the Memphis Convention 
Committees in the preparation of the Convention 
and their painstaking attention to details which 
played no small part in making it the outstanding 
success it was. 

“Southern hospitality” is no idle boast as far as 
Memphis is concerned. The entertainment fea- 
tures were superb—well planned and perfect in 
execution. No effort and no expense were spared 
to make the visit of the credit fraternity to Mem- 
phis an enjoyable one—as well as profitable and 
instructive. 

The visiting ladies were royally entertained, the 
evening entertainments were unique. The banquet 
on Thursday evening—“A Night in Dixie”—on 
the beautiful Moroccan Roof of the Peabody 
Hotel, was a gorgeous event in a glorious setting. 

The Convention Program proper was an event- 
ful one—every speaker was a “headliner”—the 
addresses inspiring messages on vital topics of 
the day. 

Special mention is deservedly accorded to Frank 
Batty for his rousing keynote speech, “Faith— 
Courage—Unison,” to Leopold L. Meyer for his 
forceful presentation of credit evils and his im- 
passioned plea for the adoption of the “Commu- 
nity Credit Policy” idea, and to General Hugh S. 
Johnson, National Recovery Administrator, for 
his brilliant address at the evening meeting at the 
Colonial Country Club—a message perfectly at- 
tuned to his audience. 


And, last but not least, Memphis again deserves 
especial mention for the outstanding addresses of 
two of her foremost citizens—Honorable Camille 
Kelly, Judge of the Juvenile Court of Memphis, 
a Southern lady who is a “human” Judge as well 
as a keen judge of humanity, and Hon. J. Elmore 
Holmes, prominent attorney of Memphis who is 
a real Southern orator. 


Our congratulations to Memphis—to George 
A. Lawo, General Chairman of the Memphis Con- 
vention Committee—and to his co-workers. 


A “New Pace” for the Credit Man 


T WAS the consensus of opinion among credit 
leaders at the Memphis Convention that credit 
men should take a more active interest in credit 
affairs. Study courses in credit sales management 
were especially recommended. 


To this end, in cooperation with credit execu- 
tives and bureau managers, the National Office 
plans the development of local associations of 
credit granters in every community. Full details 
will be announced later. 


A Fitting Tribute to an Untiring Worker 


NE of the dramatic scenes of the Conven- 
O tion was enacted at the final session when 
Leopold L. Meyer, in collaboration with 
Frank Batty, presented a resolution commending 
the untiring zeal of George A. Lawo and bestow- 
ing on him the title of 
President Emeritus, an 
honor new in the an- 
nals of the Association. 
Mr. Lawo has the 
honor of having filled 
practically every of- 
ficial post in the Asso- 
ciation, having served 
as Director, Second 
Vice-President, First 
Vice-President, Presi- 
dent, Chairman of the 
Legislative Committee 
and Chairman of the 
Finance Committee. 
The resolution, which follows, took the Con- 
vention by storm and was unanimously adopted: 





George A. Lawo 
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Whereas, it is known that the rank and file of the 
membership of the National Retail Credit Association 
should naturally aspire to the honor and distinction at- 
tendant upon the attainment of being elected an officer of 
this great and nationally recognized organization, and 

Whereas, it is given to but few to be rewarded for 
their efforts so signally as to become a National officer, 
and 

Whereas, a review of the history of this Association 
will reflect that more often than not those who have 
been the presidents of our Association have in the natural 
order of events felt that their obligation for service had 
been discharged with the completion of the term of the 
presidency, and with the service as director following the 
term as president, and 

Whereas, there is among the personnel of our past 
presidents a particular member of our organization who 
has been a most glaring exception to the rule, and who 
unceasingly and untiringly has devoted his time and at- 
tention to all matters involving the best interests of the 
National Association, and 

W hereas, this past president to whom reference is being 
especially made, has devoted his best thoughts and efforts 
toward the improvement of the membership as a whole, 
and on behalf of individual credit men whom he has 
honored with his counsel and advice, and, 

W hereas, it is the consensus of opinion as expressed and 
implied, of the membership at large, that no honor con- 
ferred upon this past president could remotely express 
the debt of gratitude which this Association owes, and 

W hereas, however, it is the desire of this membership 
to express that gratitude as best it may by conferring upon 
that past president the highest honor within its power to 
bestow upon any of its confreres; 

Now, Therefore, Be It Resolved, that the National 
Retail Credit Association in convention assembled at 
Memphis, Tennessee, on this 22nd day of June, 1934, 
with all due honor and affection, and as an expression of 
heartfelt gratitude for service rendered, and as an evi- 
dence of its love and esteem, confer upon the Honorable 
George A. Lawo the office of President Emeritus, and 

Further, Be It Resolved, that at some date in the early 
future appropriate for such an occasion, the National Re- 
tail Credit Association through its duly authorized repre- 
sentatives, and in conjunction with the Retail Credit 
Men’s Association of Memphis, Tennessee, hold cere- 
monies befitting the event, and there publicly confer upon 
Honorable George A. Lawo the great honor that is 
herein contained, and, 

Further, Be It Resolved, that upon the occasion of the 
ceremonies herein proposed there be presented to the 
honoree, Honorable George A. Lawo, the text of the 
foregoing resolution inscribed upon a plaque or scroll, 
which may be retained as a perpetual memento of this 
high honor. 

Respectfully submitted 

Leopo_p L. Meyer, 

FRANK Batty. 
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A Community Credit Policy - - 


The Answer to Today's Problems 


By LEOPOLD L. MEYER 


An Address Before the Twenty-First Annual Convention, National 
Retail Credit Association, Memphis, Tenn., June 19, 1934 


REMEMBER, years ago when I was a boy and when 

airplanes were first introduced, I was observing a trial 

flight of a new machine that had just come on the 
market. I happened to be standing next to a negro chauf- 
feur, and, naturally inspired by the enormity of this in- 
vention, I remarked, “Gosh, ain’t that wonderful!” And 
he answered, “Yeah, it sho’ is sweet flyin’, but it’s hell 
when you light.” That just about expresses my senti- 
ments regarding credit for the decade prior to 1929, to 
which I wish to make a short reference, inasmuch as the 
tendencies of that period have had a definite influence 
upon conclusions that I have arrived at in subsequent 
years. 

It was sweet flying indeed. It now impresses me as 
almost incredible how selling on credit caught the imagi- 
nation not only of the public but of the merchants. Natu- 
rally, the more conservative were the last to fall into line 
during the period immediately following the war, but in 
due time the pestilential contagion spread like cholera, 
ultimately enveloping every element in our commercial 
make-up. Buying on credit actually became a tad! Cer- 
tain classes of buyers, who never dreamed that they 
would be accorded the privilege of credit—which was so 
highly prized and which had been deemed a sort of re- 
ward for honest living and civic stability, to be enjoyed 
by rather restricted classes of society—finally were given 
carte blanche. 

It is difficult to realize that the fanciful desires of a 
nation of people could be satiated merely by the wish to 
possess—that hopes bordering on despair would be an- 
swered almost by a demand for credit accommodations. 
Whereas it had been customary in the olden days to ap- 
ply for credit diffidently, credit quickly degenerated to 
the point where it was literally thrust down the throats 
of the American public. 

It was only necessary to sign an application blank, at 
most, to get whatever you wanted, from a paper of pins 
on up. It was the commonplace indeed to find the 
householder of most modest means and income literally 
wallowing in luxuries that could never have been ob- 
tained under any other system or machinery of distribu- 
tion. 

Now and then, of course, the credit man would commit 
a faux pas and turn an applicant down. Something had 
to be done to meet that contingency! So the merchants’ 
ace was finally trumped, and the installment plan turned 
the trick. After that, the deluge! Ice boxes that had 
served well for twenty years became, overnight, unsani- 
tary, and were displaced by electric refrigerators; stoves 
that had stood the test of reducing to dust and ashes, in 

mortal contest, the most knotty stump, became offensive 


to the finer sensibilities and were dislodged in favor of 
gas and electric ranges. So much less drudgery for the 
housewife! 

The old tub and washboard—the kind that many of 
our mothers used—were no longer fit for decent society, 
and were moved out to make room for a Maytag! 
Slavery was over—why not treat the servants more con- 
siderately? Were household goods the only items ob- 
tainable at so much per month for as many months as 
you pleased? Oh, no! Neckties, sox, coats, pants, rugs, 
batter cakes, anything, everything—the buyer took charge 
completely. The Installment Accounts Receivable Ledger 
swelled up like a poisoned pup. Everything was pretty 
and the goose hung high. 

There were some who were prejudiced against install- 
ment selling. It was too plebeian—too vulgar. It would 
detract from the dignity of their businesses. But sales 
were being lost and something had to be done. There 
had to be competition or else. These highbrow merchants 
decided to play both ends against the middle, by refrain- 
ing from adopting the installment plan of selling but 
competing with installment houses on terms. 

They sold terms—not merchandise. From there on 
out, it was “catch as catch can.” It was a battle to the 
death for the public favor, and reached such a ridiculous 
extreme that a credit man who was so presumptuous, by 
the spring of 1929, as to ask for payment of an account 
within sixty days, took his life in his hands. 

The depression shattered some most fanciful ideas con- 
cerning retail credit; the radical theories of the loose 


LeopoLtp L. MEYER 
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now Chairman of the Na- 
tional Credit Executives 
Council 





“creditists” were exploded. The awakening that came in 
the depression years with the charge-offs on accounts that 
had run amuck in prior years was accompanied with 2 
bitter remorse and a new philosophy. Merchants and 


The CREDIT WORLD 












witt 
press 
lesso 
the 

syste 
conti 


repeti 
enced 
Policy 
active 
protes 








ment’ 
is cor 
nothir 
Currer 
tribut: 

Iw 
extent 
structi 





JULY 





wr 





‘ame in 
ats that 
with 4 
nts and 






credit men, who had been volume-mad, realized with 
deep chagrin that they had been too liberal in their ap- 
praisal of the public’s integrity, or too willing to discount 
the weakness of human beings when the gratification of 
personal desires was involved. 


There is one point that is very salient, and that is that 
human emotions are shared in by all; that the ambition 
to progress to a higher social status is not a matter of the 
mind, but rather a matter of evolution; and, unfortu- 
nately, social status has come to be established by ma- 
terialistic rather than cultural attainments. 

The normal instinct is for the individual to crave 
thiags beyond his financial capacity for affording. The 
ability to pay is a relative thing not determinable by in- 
corne as much as by mental attitude toward debts, and the 
mental attitude toward debts is founded upon moral 
character, purely and simply. 

Experience has taught us, however, that moral char- 
acter, which may be sound in every other respect, weakens 
when buying on credit is concerned, and that persons who 
may, under normal conditions, overcome every other 
temptation, submit to the assumption of debt almost 
blindly. It has been evident, during the period of the 
depression, that the old aphorism that “99 per cent of the 
people are honest” is bunk, and that the reason a great 
percentage has been honest is because it has been unwill- 
ing to accept the disdain attendant upon dishonesty. 

I am basing this presumption upon the fact that, during 
the bad years just experienced, every conceivable excuse 
for the non-payment of an account has been presented, 
and that those who had no true alibis presented alibis 
that were fictitious, in order to justify delinquency. I 
am convinced that a greater than usually presumed num- 
ber of people are weaklings, as far as the payment of 
debts is concerned. They are morally delinquent in meet- 
ing obligations squarely, with the personal self-sacrifice 
that those obligations demand, require and justify. 

It would be pathetic (even if I have exaggerated, un- 
wittingly, the facts as they have existed during the de- 
pression era) if the credit fraternity has not learned the 
lesson that experience should have taught, namely, that 
the retail credit set-up has been defective and that the 
system in vogue is inimical to the best interests of society, 
contributing as it is to the weakening of the people’s 
moral fabric. The system must be strengthened with 
controls against the indulgence in passions for material- 
istic satiety, which are as well defined .and as innate as 
psychic, physical and spiritual cravings. 

I have consistently and unremittingly propounded and 
supported the theory of controlled credit. I am personally 
of the opinion, today, that the only checkmate to a 
repetition of credit conditions, such as have been experi- 
enced during the bygone years, is the Community Credit 
Policy. Very many who have refused to participate 
actively in the promotion of the theory as presented have 
protested that the proposal is in conflict with the govern- 
ment’s principles and policies, as far as credit in general 
is concerned, in these hard times. They believe that 
nothing but loose commercial credits and inflation in 
currency can solve the problems of production and dis- 
tribution, by which we are perplexed. 

I would be blind to realities if I were to depreciate the 
extent of the economic collapse which has wrought de- 
struction to all humanity during the last few years, and 
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as a result of which the very foundations of all business— 
national and international, commercial and financial— 
have given way under a pressure, the gravity of which 
could never have been conceived by any human mind, re- 
gardless of its potentialities. I would also be very un- 
grateful if I were not to acknowledge the brilliant effort 
of our national government in the face of overwhelming 
odds; if I were unwilling to appreciate the courage that 
has impelled those to whom the destiny of our nation has 
been entrusted, in the propagation of ways and means to 
lift this country and its people away from the bloodsuck- 
ing tentacles of the octopus, in whose clutches they have 
been enveloped. 


I am firmly of the opinion that, in the main, those who 
have the responsibility for the administration of our na- 
tional government have been actuated in their revolution- 
ary processes by the highest principles and intentions, and 
by the lofty ambition to improve the status, financially 
and socially, of those whose incomes fall in the lower 
brackets. 


It has been with this in mind that every relief bureau, 
even up to and including the process tax scheme of things, 
has been initiated. The objective of the Home Owners’ 
Loan Corporation is to retain for those of more modest 
means an opportunity to insure for themselves the pro- 
verbial roof over their heads, and to liquidate unpaid 
balances on burdensome mortgages on longer and more 
workable terms, at lower carrying charges and interest 
rates, than would be practicable by private enterprise. 


Through the NRA and its multiple workings, and 
more particularly as applying to the minimum wage law, 
it was the design of those into whose laps we have cast 
our destiny to provide an income to the rank and file, 
which would insure not only the meager necessities of 
life, in many instances, but also a few of life’s luxuries. 


Nevertheless, I cannot say that I am entirely in accord 
with the wild orgy of spending that has been indulged in 
by our national agencies, and as a result of which the 
future of the American republic is being mortgaged and 
its revenues hypothecated. I know that the government’s 
only out, ultimately, will be inflation, and I fear inflation, 
as I can only think of it as a shot in the arm, and not as 
a curative. To me, inflation means expansion, and if 
anything can expand it can over-expand, and if it can 
over-expand it can burst. 

I cannot help being consistently mindful of the last 
bubble that burst. There is no question but that example 
is more potent than precept and that every element of 
industry—the producer, the manufacturer and the re- 
tailer—who imbibed the mellifluous potion concocted by 
business prognosticators in the pre-depression era, and 
who have grovelled in the dust during the last five years, 
may grasp at any straw and again submit to the tempta- 
tions that the government has seemed to foster in its 
preachments on easy credit. 


I do not fear the government’s intentions; I do not 
question the government’s motives; what I do fear is 
that the construction of these motives and intentions will 
be so contorted that public opinion will be crystallized 
upon the theory that by “relaxed” credit, the government 
means “uncontrolled credit.” As a matter of fact, in all 
its preachments and threats, the government has at- 
(Continued on page 28.) 
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F COURSE, every man thinks his own job is 

important, and every man, of course, ought to 

think that, but, in my opinion, you are work- 
ing on the most important job in the whole world. To 
the generation that has lived adult life through the war 
and since the war, that statement should need no proof or 
argument at all. 

The Allies were not able to resist the Central Powers 
on the strength of their own resources; they had to come 
over to this country for food and guns and munitions of 
all kinds. They hadn’t any money, so our bankers gave 
them credit, and they took the Europeans’ American 
stocks and bonds as security. When Russia finally made 
peace and we came into the war, European credit was 
simply all gone. They did not have any more American 
stocks and bonds, and our bankers would not lend money 
to them without that sort of security. 

That very fact might have brought disaster to the 
Allies, in 1917, if it had not been for American govern- 
ment credit from the day we entered the war. The 
American government simply gave away its credit, with- 
out stint or limit, to finance the Allied defense, and there 
is plenty of official acknowledgment that that alone held 
the line until our troops came to France by the millions. 
But even that was no more than barely enough, and 
nobody will ever know just how near the western front 
came to collapse in the spring of 1918. 

The war was fought on credit, and pretty largely on 
American credit. But that isn’t the half of it. The 
government began by bailing the American banks out of 
the credit they had advanced in the early part of the 
war, and the banks were all ready to begin financing 
Europe again at the end of the war, and Europe needed 
to buy everything. 

The only trouble was that Europe did not have any 
money; they owed this government about fourteen billion 
dollars, but they owed it to the government and, even 
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then, they were beginning to say that they could never 
pay us. They could not pay, but they could borrow 
from our banks and, indirectly, from our people—and 
borrow they did. (Laughter.) We sold them goods by 
the millions, and then we went into a trance about the 
perfectly wonderful prosperity that our rapidly increas- 
ing foreign trade was bringing to us. 


I have often wondered what you good, professional 
credit men used to think of Uncle Sam as a govern- 
ment, and all the rest of us as dizzy citizens in those good 
old “whoopee” days. (Laughter.) We were making 
what our own government called “loans” to backward 
and crippled countries, and we were making those back- 
ward and crippled countries our chief customers. 

They owed us more than they could ever pay; they had 
had no real credit since the middle of the war, they were 
practically bankrupt, and yet, we were shouting our 
heads off about “never-ending prosperity” and “the aboli- 
tion of poverty,” because we were selling them our goods 
and lending them the money to pay for those goods, and 
not only to pay for those goods, but actually loaning them 
the money to pay interest on those debts. 

I believe that a careful study would show—and I have 
made such a study, up to a certain point—that they never 
paid one cent on those war debts, that they didn’t either 
get from Germany or borrow from us; that we loaned 
Germany the money to pay them to pay us, and, finally, 
that all they bought from us, over and above the actual 
exchange of goods, we loaned them the money to pay for. 
(Applause.) For a credit man, it is a beautiful picture. 
(Laughter. ) 

What would you think of a merchant who sold his 
goods to bankrupt customers, loaned them the money to 
pay installments on their debts, to help them to buy more 
goods, and kept this up for eleven years, and bought him- 
self a palace and a steam yacht on the strength of his in- 


creased sales? (Laughter and applause.) That isn’t 
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any exaggeration, that is exactly what we did. ‘That is 
what brought the 1929 fantasy and the worst depression 
in world history. It might have been a good thing to 
have had two or three fewer statesmen and financial 
genii, and a couple of hard-headed credit men in those 
balmy days. (Laughter.) 

The reason this depression lasted so long is because 
credits had been knocked out so cold by the greatest 
credit bungle in the history of the world that they have 
not even come back yet, and until they do come back, 
generously and generally throughout this country, there 
just “ain’t” going to be “no” real recovery. (Laughter.) 
But they are coming back. 

You credit men, with your fingers on the very pulse 
of the country’s economic life, know better than most 
what a long way the entire nation has come on the road 
of recovery since the trying days of last year. And here 
in the South, every chart and every sound indicator is 
moving upward—moving with an animation as of life- 
blood. It is life-blood of agriculture, of commerce, of 
industry, and of the millions who depend on these for 
their work, their bread, and their happiness. 

The South is leading the country in recovery (ap- 
plause), and you, who have a vital part to play in the 
upward program, have—with good judgment as well as 
luck, I am sure—brought your deliberations into this cen- 
ter of invigorated hope. 

When I say to you credit men that you have a major 
task to perform toward recovery, I am not handing out 
bouquets, I speak in deadly earnest. With the great 


responsibilities of the NRA program, the government . 


has, as never before, kept close track of the movements 
of trade, the spread of business, the development and 
outlays of new-made purchasing power. 

Nobody knows better than you men that the real clog 
to recovery was debt, private debt, municipal debt, state 
debt, national debt, and all the carrying charges thereon. 
There was no hope of struggling out of our slough of 
economic despondency with that burden upon us. 

We find today, as was predicted a year ago, that 
billions added to payrolls by code action, by government 
outlays, and by the rebound of business from the bottom, 
which the Roosevelt program accelerated, have resulted 
in liquidation of debt in unprecedented rate. The new 
Bankruptcy and Mortgage Acts have played their part, 
and will continue to play a greater part. The quicker we 
get rid of the wreckage of the 1929 delusion, in the form 
of our thick overburden of debt, the sooner we will be 
on our way. 

Millions of wage earners, hounded by the specter of 
debt and breadlines, dévoted a huge slice of their re- 
covered earnings to paying off old accounts and getting 
themselves, as fast as possible, even with the board. 

The return of reasonable hope for recovery is shown 
up in another direction: Available surplus housing has 
markedly declined in the last two or three months; in 
some cities, the surplus of rentable houses has gone to and 
below normal, and, in this situation, the President’s new 
housing program is going to give us a great boost. 
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This speaks eloquently of one thing: The depression 
process of families doubling up to eke out their shrunken 
earnings to the uttermost farthing, has been reversed— 
Americans are going into homes of their own. Here 
again, they are spending their share of the added payroll 
billions for the establishment, first, of self-respecting in- 
dependence. The assurance of code wage limits has made 
that possible. 


Given these factors, two things are true: First—and 
I want to speak frankly about this—a huge slice of the 
new earnings is not yet directly available for the con- 
sumption of goods. The breadwinners are still con- 
sciously placing security and self-respect first, and they 
are holding back from free-handed spending for clothes 
and food and other necessaries of life. Second, this proc- 
ess is hastening immeasurably the return of good credit 
risks, making millions of men and women—who have not, 
until recently, had money for more than the bare neces- 
sities, sometimes not even for that—eligible and desirable 
customers, even when they do not have the dollars to 
plunk down on the counter every time they need to buy. 


I am not for one moment urging—and you would be 
the first, I am sure, to resent anyone urging upon you— 
that you set out to entice and encourage wild spending, 
reckless of the eventual payment day. 

That way could only lead to fresh disaster and return 
of the insane daydream of the pre-crash days, when every- 
one watched the iridescent soap bubble growing bigger 
and bigger; when the governmental custodians of the 
people’s well-being and the merchants’ well-being sat 
back complacently, knowing all too well what was going 
to happen, but not daring to launch a return to sanity, 
for fear it would affect the profit taking of the sanctified 
group for whom the country was being run. A wild 
orgy of high-pressure salesmanship, that lived for com- 
missions, reckless of whether the purchase price would be 
collected, was an integral part of that destroying boom. 


We cannot have that again, and I know we will not 
have it again, as long as you hard-headed citizens have a 
voice in the conduct of business, which you deservedly 
hold now, and which you should have held in the last ten 
years. But you cannot sit back and withhold credit from 
all but the gilt-edged few, who can assuredly pay for 
what they need and buy. This is the time for sane credit 
judgment and leaning just enough to the side of liberal- 
ity. 

You have to bet something on the process of recovery, 
and the time has come to make the gamble. When you 
bank on the payrolls of coded industry and of employees 
under those coded industries, you have perhaps a better 
bet than has been obtainable in this country before. It 
will be hard to conceive of a day when industries will 
either want to or will be able to break the earnings of 
their workers down to the starvation levels of the past 
depression. Certainly, it will not be done unless tragic 
future blundering brings upon this nation another cata- 
clysm like the last, and you will scan the horizon in vain 
for any sign of that, for many a day to come. 





High payroll increases have been accomplished by in- 
dustries under the code method, away ahead of the up- 
swing in volume of business. These billions in wage 
payments cannot be decreased but must inevitably keep 
growing with production and the demand for men. 

For you as a group, I need hardiy repeat that there is 

in this country, today, much more than hope—there is a 
steady ground swell of new life. Rationally, and without 
sensational and dangerous splurges, the Roosevelt pro- 
gram, the Blue Eagle program, has taken hold. Only 
the confirmed pessimist, or the man who sees what is 
happening only after the event has gone by, can ignore 
that the recovery which has taken place is no temporary 
shot in the arm, but a well-established trend, moving 
firmly. (Applause. ) , 
Now we are, from day to day, cursed with the con- 
jectures of back-seat drivers and various theoretical com- 
mentators. It has been said, recently, in a field in which 
it is hard to prove anything, that although wages have 
gone up under the recovery program (and no man can 
deny that), prices have gone up until real wages have 
actually declined. 

There was brought to my attention, the other day, the 
London Economist of June 2, 1934, which had made an 
exhaustive study of the process of real wages in all of 
the principal commercial countries of the world. I wish 
I could show you this chart, I do not know that I can 
describe it, but it shows the progress of real wages in 
Italy, France, Germany, the United States, the United 
Kingdom, and Japan. It shows an increase in real wages 
from the depth of the depression up to the end of 1931, 
and, from that point, it shows a decline in every country 
in the world, except a rise of slight proportions in the 
Republic of France. 

But, on the very day that the recovery program went 
into effect, it shows the United States rising in a vertical 
line from an index figure of about ninety-seven to an 








index figure of about one hundred and seventeen. One 
of the most startling changes that I ever saw on any 
chart. And the curves in other countries show steady 


decline, except the Republic of France. 

It is a complete refutation, from a completely im- 
partial source, of any such charge as you may hear, from 
day to day, that the recovery program, while increasing 
There isn’t a 
word of truth in it, and exactly the contrary is the case. 
(Applause. ) 


dollar wages, has decreased real wages. 


The statistics on decline in business mortality, showing 
how completely the tragic speed-up of bankruptcies which 
climaxed in the spring of 1933 has been arrested and re- 
versed, are too well known to you to need repeating. 
They are eloquent of what is happening, but let no one, 
for one moment, imagine that the limit in destruction of 
business firms had been reached, that the potential liqui- 
dation of small concerns, particularly, had touched nat- 
ural bottom and had stopped of its own accord. 

Although the most careful studies made by Dun and 
Bradstreet indicate very plainly that the mortality, since 
the Recovery Act, of big business is infinitely greater 
than the mortality of small business, the charge recently 
made by the Darrow Board that nothing, under the 
NRA has been done to support and sustain and save 
small enterprise, is refuted by every intelligent figure that 
is available to us. 

We, in NRA, know, and plenty of you know, that 
without the fair competition proclaimed and established 
by industrial codes, thousands upon thousands more busi- 
ness houses would be on the junk heap, today, and, in- 
evitably, more thousands which are surviving and begin- 
ning to prosper, would land there, despite the wisest 
credit management or sound merchandising policies of the 
men who manage them. 


(Continued on page 30.) 


. 
Po ee ie 


genaner® 
et? 





General Johnson Addressing Night Meeting on the Colonial Country Club Grounds 





The CREDIT WORLD 














“Fa 
tion 

V 
in 1 
in n 


cont 
if ye 
I an 
eartl 
swift 
dest1 
than 
the s 
mom 
Fran 
doub 
sea, z 

Ni 
1906 
dictic 
stroy 
catast 
Cessiv 
catac] 


author 


JULY 






ws 









Faith - - Courage - - 
Unison! 


By FRANK BATTY 


General Credit Manager, Hale Bros. Stores, Inc., San Francisco, Calif., 
Director and Past President, National Retail Credit Association 





The Keynote Speech of the Twenty-First Annual Convention, 
National Retail Credit Association, Memphis, Tenn., June 19, 1934 


E HAVE made history fast, during the past 
W «: or three years. We have witnessed a tre- 

mendous upheaval of our economic system. I 
am going to lay it down as a premise, at the outset, that 
the chaotic conditions, the shallows and the miseries 
which we have endured, during the past several years, are 
due largely to a lack of faith and our failure to observe 
first and fundamental principles. And, second, that the 
antidote is the selected keynote of this conference— 
“Faith—Courage—Unison”—and its practical applica- 
tion. 

When Robert Louis Stevenson visited San Francisco 
in 1880, he made one of the most remarkable predictions 
in modern history. He wrote an account of his trans- 
continental trip and described the city of San Francisco; 
if you will read his book, Across the Plains, you will find 
I am quoting verbatim: 

“The sandy peninsula, shaken to its heart by frequent 
earthquakes, seems in itself no durable foundation. Such 
swiftness of increase suggests corresponding swiftness of 
destruction. According to Indian tales—perhaps older 
than the name ‘California,’ itself—it once rose out of 
the sea in a moment, and, some time or other, shall, in a 
moment, sink again.” (Not very encouraging for us San 
Franciscans.) “No Indian, they say, cares to live on that 
doubtful land; the earth has its bubbles as well as the 
sea, and this is one of them.” 

Now, you know what happened on the 18th of April, 
1906, twenty-six years after Stevenson made that pre- 
diction. The City of San Francisco was practically de- 
stroyed by fire and earthquake. That was a physical 
catastrophe and a local one. But in 1929 and the suc- 
cessive years, we experienced a moral and financial 
cataclysm which shook the foundations of the civilized 
world. It was, to my mind, the irrevocable law of retri- 
bution. 

Don’t we see on every hand, today, the rush to be 
tich, the race to be happy, the mad quest for gold? 
“Getting and spending—we lay waste our powers,” ap- 
parently oblivious of the fact that “Dame Nature keeps 
the eternal school and grows green twigs to flog the 
fool.”” We willfully disregarded the eternal laws of 
truth and righteousness; we ignored things which re- 
fused to be ignored, which cannot and will not be 
ignored. 

Quite recently, I read a book entitled The Future 
Comes, published this year by Charles A. Beard, the 


author of The Rise of American Civilization, and, laying 
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aside “King Custom” for a moment—this is something 
I have done only once previously—I am going to quote 
several passages from Mr. Beard’s book, because they 
have a direct bearing upon the subject before us: 

“What happened in 1929? Memory is short lived and 
I think it is well for us, at times, to revive the renais- 
sance and to remember—‘Lest we forget—Lest we for- 
get!’ There are, however, those today who tell us, ‘Well, 
that is water under the bridge, let’s forget it; let’s go 
forward, forgetting the past.’ We cannot do it! All true 
progress is based on knowledge and on past experience. 
The causes of our national collapse are still the subject 
of debate; there is no question about it, but the facts and 
the evidence are unmistakable. 

“Here is the Stock Exchange scene: The big gong had 
hardly sounded in the great hall of the Exchange, at ten 
o'clock on Tuesday morning, before the storm broke in 
full force. Huge blocks of stock were thrown upon the 
market for what they would bring, not only with small 
traders being sold out, but big ones, too. Again and 
again, the specialist in the stock would find himself sur- 
rounded by brokers, fighting to sell, and nobody at all 
ever thinking of buying. 

“The scene on the floor was chaotic. Within half an 
hour of the opening, the volume of trading passed three 
million shares; by twelve o'clock, eight million; by half 
past one, it had passed twelve million, and, when the 
closing gong brought the day’s madness to an end, the 
gigantic record of sixteen million, four hundred and ten 
thousand shares had been set. Sales on the New York 
Stock Exchange, for the month of October, 1929, as re- 
ported by the analyst, reached the enormous volume of 
one hundred and forty million, six hundred and sixty- 
eight thousand shares.” 

That was the climax of the tragedy. 
the aftermath: 

“In April, 1930, there were two million, nine hun- 
dred and fifty-four thousand persons out of work. Dur- 
ing the first two months of 1933, the number rose to 
twelve million, and less reliable estimates place the total 
even higher.” 

How near we were to a revolution can best be im- 
agined from two profound statements which I shall quote, 
the first one by the Railroad Brotherhood. 

“In May, the Railway Brotherhood presented a plea to 
President Hoover. It had an ominous note in it: 

“Mr. President,’ it stated, ‘we have come here to 
tell you that unless something is done to provide em- 


Now, listen to 











ployment and relieve distress among the families of the 
unemployed, we cannot be responsible for the orderly 
operations of the railroads of this country; that we will 
refuse to take the responsibility for the disorder which is 
sure to arise if conditions continue. The unemployed 
citizens whom we represent will not accept starvation 
while the two major political parties struggle for control 
of government. We are not socialists, we are not com- 
munists, nor are we anarchists. There is a growing de- 
mand that the entire business and social structure be 
changed, because of the general dissatisfaction with the’ 
present system. We cannot longer ignore this situa- 
tion.’ ” 

“Mr. William Green, President of the American Fed- 
eration of Labor, declared: “The American Trade Union 
Movement has been patient. We gave government every 
opportunity to produce a remedy. We gave manage- 
ment every opportunity to produce a remedy. We gave 
finance every opportunity. . .. We agreed to refrain from 
drastic action if employers would refrain from drastic 
action... . Finally, after three years of suffering, we, the 
organized workers, declare to the world: Enough! We 
shall use our might to compel the plain remedies with- 
held by those whose misfeasance caused our woe.’ ” 


What about the banks? We were assured, during this 
period, that they were bursting with money. In 1930, 
the resources of the banks of the United States were 
seventy billion dollars. These fell in 1932 to forty-five 
billion, and the number of old reporting banks declined 
by six thousand, one hundred and sixty-seven. The re- 
port of the Reconstruction Finance Corporation, at that 
time, was alarming in the statement that it showed banks 
and trusts to be the largest borrowers and, in ten months, 
loans to these had been over eight hundred and fifty mil- 
lion dollars. 

Then came the dawn! This is the final quotation: 

“Speaking to a prostrate people, President Roosevelt 
drew the curtain on almost four years of confusion and 
economic distress: “This is because the rulers of the ex- 
change of mankind’s goods have failed through their own 
stubbornness and their own incompetence, have admitted 
their failure and have abdicated,’ he declared. “They have 
tried, but their efforts have been cast in the pattern of an 
outworn tradition. Faced by the failure of credit, they 
have proposed only the lending of more money. Stripped 
of the lure of profits by which to induce our people to 
follow their false leadership, they have resorted to ex- 
hortations, pleading tearfully for restored confidence. 
They know only the rules of a generation of self-seek- 
ers. They have no vision, and when there is no vision, 
the people perish. If we are to go forward, we must 
move as a trained and loyal army, willing to sacrifice for 
the good of a common discipline. . . . This I propose to 
offer, pledging that the larger purposes will bind upon 
us, bind upon us all as a sacred obligation, with a unity 
of duty hitherto evoked only in time of armed strife. 
With this pledge taken, I assume unhesitatingly the lead- 
ership of this great army of our people, dedicated to a 
disciplined attack upon our common problems.’ ” 

Refer back, for a moment, to the San Francisco calam- 
ity: Quite recently, I was talking to a merchant whose 
business, established over a quarter of a century, suffered 
entire loss; the building was razed and the business gone, 
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but he said, “We engaged architects to rebuild a new 
store while the fire was still smoldering.” There were 
no Neroes to fiddle while the city was burning, and they 
engaged architects to rebuild the store and rebuild the 
city, while the flamés were still in evidence. 

I said to this gentleman: “What was the basis of your 
confidence in determining that the store should be re- 
built, that progress should be restored, that the city 
should be rebuilt?” And he said this, “We went out into 
the fertile valleys of the Sacramento and the San Joaquin 
and saw the blossoming fruit trees; we beheld, as in a 
vision, the wealth of the Sierra Mountains and, above all, 
the sun shining in the heavens, and we determined to 


rebuild.” 


Faith—Courage—Unison! “The substance of things 
hoped for; the evidence of things not seen.” 

What is the basis of our national confidence? Is it 
well founded? I think it is; nay, I am sure it is. First, 
faith in our national emblem and all that it stands for; 
faith in the flag of our country as it floats in the breeze 
on the citadels of our institutions and our industries; the 
symbol of freedom, the emblem of unity—‘‘One nation 
indivisible, with liberty and justice for all’”—except com- 
munists, bolshevists, and anarchists. (Applause and as- 
sembly singing of “The Star-Spangled Banner.” ) 

That, ladies and gentlemen, is your manifestation of 
faith in our emblem; not “ballyhoo”—but Americanism! 

It required Faith, Courage, and Vision, amid the 
charred and blackened ruins of the metropolis, to re- 
solve to rebuild the city, and to visualize the Phoenix as 
the emblem of reconstruction. The City of San Fran- 
cisco, today, is the answer. 

Faith 
tangibles! 

The other day, I picked up a balance sheet of a well- 
known firm and I saw listed at the foot of Assets—“Good 
Will, $1.00.” | The intrinsic value is nil, but there are 
things which money cannot buy, the immortals and the 
imperishables. Good Will—the solidarity and stability 
of any successful business—rests on that foundation, and 
you and I, as credit managers, are guardians of that 
priceless heritage. Let us guard well our trust! 

In the same year in which Columbus discovered Amer- 
ica there was enacted in the city of Florence, Italy, one 
of the most remarkable scenes in history. Lorenzo, the 
Magnificent, lay dying and realized that, before he 
passed into the great eternity, he must be absolved, so he 
sent for Savonarola, the friar. Savonarola went reluc- 
tantly to the bedside of the dying man, because he was 
familiar with his past life and his misdeeds, and, arriving 
there, without ceremony, he said: 

“Before I grant you absolution, three things are neces- 
sary.” 

“What things?” said Lorenzo. 

“First,” said Savonarola, “you must confess to me that 
you have the fullest faith in the Deity.” 

“I confess,” said the Prince. “I have the fullest faith 
in the Deity.” 

“Then,” said Savonarola, “you must restore your ill- 
gotten gains.” 

There was a long, ominous silence in the room, and, 
at last, Lorenzo said, 

“Yes, I will restore my ill-gotten gains.” 





Courage—Unison, those three great potent in- 
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“Then,” said Savonarola, drawing himself up to his 
full height, as if transfigured before the man, “thirdly 
and lastly, you must restore liberty to the people of 
Florence.” 

There was a long pause, and Lorenzo, the Magnificent, 
turned his head to the wall and died without granting 
the request. 

Shortly after, the friar was executed, his body burned 
and the ashes cast into the River Arno, which flows 
through the City of Florence, but the historians record 
this remarkable fact: Six months later the government 
was forced to see that the Republic could only be saved 
by adopting the very policies advised by the friar. Savo- 
narola lost his head, but he never lost his heart, and his 
influence is handed down to you and me, in this twentieth 
century, as an inspiration, a power, a mighty influence. 

It seems to me, ladies and gentlemen, that to those of 
us who are engaged in the field of retail credit, there are 
three things which are absolutely necessary: One is— 
and it has almost become a platitude, but it is a growing 
truth, and never was it more in need of emphasis than 
today—a National Community Credit Policy. Second, 
an ethical revival, embracing an educational campaign 
for both merchant and public, alike. We are beginning 
to talk about the exploitation of credit, knowing quite 
well in our hearts that credit cannot be exploited; credit 
can be sold to people who are willing to buy and are 
able to buy, but it cannot be exploited. And third, 
the dignity of, and reverence for an obligation. 

The immortal Lincoln said, “I believe this government 
cannot exist half bond and half free.” I will paraphrase 
that and say, while we may be 98 per cent honest, as a 
nation, we are but 50 per cent prompt in meeting our 


obligations, and ne’ther can the retail credit structure of- 


this nation successfully endure and continue to prosper 
with 50 per cent of the national retail credit outstanding 
balance continually in the hands of the public. 











I am not anticipating the speech of tomorrow, of 
General Johnson, but it seems to me—and there are some 
of us who still have not abandoned hope—that the na- 
tional retail credit structure is entitled to consideration. 
After all these years of apparently futile effort in build- 
ing on a solid foundation and developing it as it should 
have been developed, we are still lacking in a great many 
things. 

If we are to maintain our rightful place in the sun, 
as an organization, it will only be by intelligent effort, 
based on past experience, and it may possibly come to 
pass that compulsion, rather than discretion, will be 
brought into play in dealing with those merchants who 
still indulge in unfair practices in the extension of retail 
credit. (Applause.) The average merchant is, no doubt, 
familiar with the theory of retail credit, but he is cer- 
tainly not familiar with its mechanics and its practical 
application. 

Ladies and gentlemen, the financial stability of this 
city, and of any city in these United States, rests largely 
in your hands and mine, and the unwise extension of 
credit to individuals is, in the final analysis, ruinous to 
the city’s standing and the development of her industries. 
There is no question about it. 

Our subject resolves itself into the question of unison 
and personal efficiency. The acid test of our survival is 
the efficiency of the individual and unison with those 
forces which make for progress. That is why we are 
here in convention. 

I have no gloomy forebodings as to the future of 
retail credit. I certainly have none relative to the future 
of these United States. I have an abiding optimism, 
based upon assurance, not mere platitudes, that we are 
going forward to a permanent, well-founded recovery, 
and, in the words of the President, “we must”—and this 
(Continued on page 27.) 
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The President's Message 


CHARLES M. REED 


President, National Retail Credit Association; General 
Manager, Retail Credit Men’s Association, Denver, Colo. 


T THE Memphis Convention, credit managers and 
bureau managers alike, ironed out their differ- 
ences, which, in the final analysis, revealed the 

fact that there were actually no real differences but prob- 
ably minor misunderstandings. However, we did get to- 
gether and it is thought that all of us are satisfied. 

Our Convention was one of the most outstanding in 
the history of our National Organization. Attendance 
was exceptionally good. Interest on the part of delegates 
ran high. Our group conferences went over in a big 
way. Enthusiasm seems to have been the keynote, and 
those who were privileged to attend group conferences 
gained much constructive information with reference to 
their respective lines of business. 


Bureau managers as well as those connected with our 
Collection Departments displayed a high degree of inter- 
est in their work. They gained much by reason of con- 
structive contacts and deliberations. Delegates unat- 
tached, and who were privileged to sit in when and where 
they pleased, evinced a very pronounced disposition to 
learn. They offered constructive suggestions and assisted 
in a most constructive manner. In fact, throughout the 
Convention the disposition seems to have been to build, 
construct and promote in the interest of our business and 
in accordance with the wishes of our beloved President, 
Franklin D. Roosevelt. 

The Memphis Convention, from a standpoint of con- 
structiveness, sincerity of purpose and sociability, in the 
final analysis, will go down in history as most outstand- 
ing. 

Our former President, Mr. A. P. Lovett, was on the 
job every minute. He presided cautiously and with a most 
liberal attitude toward all. He is to be congratulated. 

The Chairman of our Service Department, Mr. Keeler, 
as well as the Chairman of our Supervising Collection 
Department, Mr. Milham, took care of their respective 
meetings in a most efficient manner. ‘They were sincere 
and deliberate. 

The Memphis Convention Committees headed by Mr. 
George A. Lawo, as General Chairman, and so ably as- 
sisted by Messrs. W. R. Kendall, M. G. Liberman, Leon 
T. Whitten and others, were on the job at all times and 
did everything humanly possible to the end that every 
comfort and every desire of visitors were taken care of. 
Memphis did herself proud at this convention! 

The present administration realizes that it entered the 
administration of the affairs of the Association at the 
most crucial period in the Association’s history. Crucial 
—because we are embarking upon what may be termed 
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an “uncharted sea.”’ Conditions have changed and still 
are changing. Credit granters, open account and install- 
ment alike, are on trial. Credit managers more than 
ever, are going to be responsible for the success or failure 
of credit as a builder of business. Our status will be im- 
proved only in proportion to the efforts which we may 
put forth, looking toward self-improvement, and, an im- 
provement in our personal qualifications. 

To properly meet the demands of the present era, our 
National Association must become, more than ever, a 
fact-gathering institution. It will be necessary from time 
to time for our National Office to conduct certain sur- 
veys and to ask you for certain facts and figures. Your 
cooperation with our National Office, in making it pos- 
sible for us to assemble this valuable data for the benefit 
of all, is urgently suggested. 

Closer cooperation with our bureaus is strictly in or- 
der. We realize that the credit departments must, in a 
larger degree, depend upon our sources of information. 
Therefore, it behooves us to see to it that our Bureaus, 
those which may fall short of our requirements, are en- 
couraged to improve their service. 

The length of time it takes to deliver a report should 
receive your consideration. The manner in which infor- 
mation is assembled must receive your consideration. You 
should bear in mind, however, that our bureaus, no mat- 
ter how capably managed, cannot perform the impossible. 
It is not fair to them that your demands upon them 
should be of an unreasonable nature. 

Consideration should be given to the time which it 
necessarily takes to compile a dependable report. Bureaus 
should not be rushed unreasonably. You must also bear 
in mind that your strictest cooperation with your bureau 
is necessary to the end that the bureau may in turn serve 
you to your entire satisfaction. 

You should bear in mind also, that bureaus cannot per- 
form the impossible in the matter of finances. Many 
bureaus are badly and sadly handicapped by reason of 
lack of finances and lack of proper financial support on 
the part of those who use the bureaus. Whether your 
bureau be privately owned or merchant owned, proper 
financial support should be accorded. If this is done you 
will find, in many sections, a vastly improved bureau 
condition. 

Users of bureau service should be interested in Na- 
tional membership. They should read The CrepiT 
Wor -p and thus keep abreast of the times. Credit man- 
agers at large should feel free at any and all times to 
offer contributions toward The Crepir Wor_p—con- 

(Continued on page 32.) 
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Building for 


By L. S$. CROWDER 


General Manager-Treasurer, National Retail Credit Association 


HE Convention held in Memphis last month will 

go down in credit history as a most successful gath- 

ering of credit executives and credit bureau man- 
agers. Registrations numbered more than 800. From 
the standpoint of interest, enthusiasm and accomplish- 
ments, it impressed me as one of our most outstanding 
conventions in recent years. 

The attendance at the closing session on Friday morn- 
ing was the largest of any convention of our Association 
that it has been my privilege to attend, indicating the 
keen interest maintained throughout. The splendid spirit 
of cooperation and complete harmony prevailing were in- 
dicative of the desire of the delegates to show the ‘‘Doubt- 
ing Thomases” that the National Retail Credit Associa- 
tion had not lost ground, but to the contrary had made 
progress, and the Memphis Convention was the begin- 
ning of a new program—building for the future. 


Of major importance was the action of the respective . 


Boards of Directors of the National Retail Credit Asso- 
ciation and the Service and Supervising Collection De- 
partments in approving the recommendations of the sev- 
eral regional conferences—as well as those of a com- 
mittee of outstanding credit executives and bureau man- 
agers which met in Cleveland, Ohio, May 11, 1934— 
that the functions and income of the Service and Super- 
vising Collection Departments be transferred from the 
National Retail Credit Association to the National Con- 
sumer Credit Reporting Corporation. 

The Constitution and By-Laws were amended by a 
committee of which Mr. J. G. McBride of Wichita, 
Kansas, was Chairman, to provide for the transfer. The 
changes were submitted to the Convention at the June 21 
session and unanimously adopted. 


Effective as of July 1, 1934, the Service and Super- 
vising Collection Departments will operate as divisions 
of the National Consumer Credit Reporting Corporation, 
of which Mr. Guy H. Hulse was appointed Secretary 
and General Manager. While the revamped structure 
will mean a loss to the National Retail Credit Associa- 
tion of our good friend and efficient and able Secretary 
and Educational Director, it does not mean that Mr. 
Hulse will take any less interest in the welfare and con- 
tinued growth of our Association. 


While, in assuming his new duties, he has more than 
a “man’s size” job, we can count on his continued inter- 
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the Future 








est and cooperation. The National Consumer Credit 
Reporting Corporation and the National Retail Credit 
Association will continue the same friendly relationship. 
The executive heads and personnel will cooperate to the 
fullest extent, as in the past, to improve both organiza- 
tions and to further the interests of those whom they 
serve. 

Throughout the coming year, I expect to work very 
closely with the credit executives and bureau managers, 
many of whom I hope to personally contact during the 
year, visiting as many cities as possible prior to the 
Rochester Convention. 

If there is any problem on which you need assistance 
or if my presence in your city will aid in any way, do 
not hesitate to write me. You may count on my fullest 
cooperation. 

It is our plan to publish in The Crepir Wor.p 
monthly statistics indicating trends along credit sales and 
collection lines, which will be of mutual interest to mer- 
chants, credit executives and bureau managers. Effort 
will be made to further develop the “Credit Clinic” and 
the National Office will promptly answer inquiries as 
received, subsequently publishing the questions and an- 
swers in The Crepir Wor p. 
will be furnished upon request. 

Your attention is called to two resolutions which re- 
ceived the unanimous approval of the Convention: 


Forms and procedure 


One, recommending that credit managers hereafter use 
the title of “Manager of Credit Sales’”—is in my opin- 
ion a most important change, linking as it does the credit 
executive with the productive as well as the financial end 
of the business. 

The other resolution recommends to credit managers 
that they not affiliate with the newly formed Credit Man- 
agers’ Group of the N. R. D. G. A., and that the move- 
ment be discouraged when and where possible. It was 
the consensus of opinion of the delegates in attendance at 
the Convention that the N. R. D. G. A. was not quali- 
fied in any manner to sponsor such a movement, due to 
the lack of knowledge of the subject on the part of its 
executive heads and the Controllers. 

My message would be incomplete without reference to 
the Community Credit Policy. Every effort should be 
made during the year to cause the adoption of such a 
policy in your community, if it is not now in operation. 

(Continued on page 25.) 











to a great many types of consumers, and in some 

ways, faces problems which are decidedly complex. 
In general, the component parts of the marketing section 
of the industry fall into one of three major classifica- 
tions: 

1. Refiners who sell to jobbers, dealers and consumers. 

2. Jobbers who sell to dealers and consumers. 

3. Dealers who sell only to consumers. 

The credit problem, of course, becomes more difficult 
of solution as the number of forms of marketing by the 
same company increases. The dealer, selling to service 
station consumer-customers from one point, has a rela- 
tively simple problem. The jobber, selling to dealers and 
consumers—such as farmers, by tank wagon, and to serv- 
ice station consumers through a number of stations lo- 
cated within a relatively small territory—meets a some- 
what more serious problem, but still fairly simple. 

The refiner, however, sells to jobbers and large indus- 
trial consumers by tank steamer and by tank car, ship- 
ments going out of one of possibly several refineries. The 
refiner also sells to dealers and consumers by tank wagon, 
shipments going out of one of possibly hundreds of bulk 
plants, and to service station customers from one of sev- 
eral thousand company-owned stations. ‘The refiner, 
therefore, has a credit problem which is very real, and 
one which has a decided influence on the credit which 
may be extended to the consumer with the proper degree 
of safety. 

The problem is one of control, and the degree of 
safety with which credit can be extended in any line of 
business depends not only on the credit investigation when 
credit is originally established, but on the degree of con- 
trol which it is possible to exercise after it has been 
granted. 


It is obviously impossible for the refiner or the jobber 
to maintain a credit man, or even a bookkeeper at each 
of his many points of distribution. Applications for 
credit must be referred to a central point for investiga- 
tion and approval, and also control. The dealer, selling 
through his own service station is of course his own credit 
man, and unfortunately, often a very poor one. In fact, 
the careless extension of credit and subsequent failure to 
collect accounts is one of the major causes of failure in 
that branch of the business. 

It has always appeared to me that such small opera- 
tors should present a fertile field for memberships in 
local credit bureaus. It would be a surprise, I believe, 
to many people to know the number of accounts which 
many small local gasoline dealers are carrying. I should 
also like to suggest that such memberships be followed 
up with some friendly advice and suggestions on the use 
of the reports issued by local bureaus. 


Te: petroleum industry is active in extending credit 
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Consumer Credit in 
The Petroleum Industry 





By W. L. REED 


General Credit Manager, Shell Petroleum Corporation, 


St. Louis, Mo. 


Foye Address Before the Twenty-First Annual Convention, National 
Retail Credit Association, Memphis, Tenn., June 20, 1934 


Jobbers are exercising much more care at the present 
time in the extension of credit to dealers and consumers 
and they too, should present a field for membership in 
credit bureaus. It has not been at all uncommon for 
jobbers to suffer bad debt losses to an amount great 
enough to write off an entire year’s profits. I have looked 
over many jobbers’ accounts receivable and found 50 and 
60 per cent of the total over four months past due, and 
in the oil business, past experience has proved, that even 
with careful investigation before the extension of credit 
and steady collection follow-up, 50 per cent of the amount 
reaching four months past due is eventually uncollectible. 


Probably the subject in connection with consumer 
credit which has received the most attention, and the sub- 
ject on which the greatest difference in viewpoint and 
opinion will be found, is that of credit courtesy cards, 
those small pieces of cardboard or of metal, through the 
use of which one may buy gasoline, oil and tires at serv- 
ice stations within various regional boundaries, some cov- 
ering the entire country, and within certain periods of 
time. 

The use of credit courtesy cards represented the first 
venture of gasoline refiners into individual consumer 
credit in a large way, and was the outcome of the policy 
of building stations for direct operation by the major oil 
companies. Jobbers and dealers immediately followed 
and solicited charge accounts promiscously. 


Courtesy cards first made their appearance about 1925, 
when one of the major oil companies conceived the idea 
of mailing cards to certain restricted groups, such as 
bank directors, and members of chambers of commerce, 
in order to increase the gallonage of its company-owned 
stations. Competitive companies soon met this competi- 
tion and the race was on to see which company could get 
the greatest number of courtesy cards in the hands of 
prospects in the quickest possible time. In many cases, a 
credit investigation was not even attempted! 

The number of courtesy cards increased yearly until 
about 1930, when the results of the practice began to 
show their effects in greatly increased bad debt losses, 
and accounting expenses, at a time when profit margins 
were sinking rapidly. Since 1930, there has been a steady 
reduction of the number of credit courtesy cards in use, 
and although the practice continues, it has been sur- 
rounded with many safeguards, which were entirely ab- 
sent during the early years of their use. 

Let us examine the practice more closely. Until the 
use of the credit courtesy card began, the sale of gaso- 
line and oil to car owners from service stations had been 
a cash business. The service station customer was 4s 
much in the habit of paying cash for his gas and oil, as 
it was habit for him to pay cash for cigars, or for his 
meals in a restaurant, or for his tickets to the theatre. 
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The actual increase in total gasoline and oil sales was 
negligible, if any at all, because the buyer’s car could 
only use a certain amount, regardless of whether it was 
bought for cash or purchased on credit. The actual in- 
crease in cost of distribution on courtesy cards has been 
computed to be about two to three cents a gallon. This 
increased cost covered credit investigations, accounting 
costs and bad debt losses, and I think this is a conserva- 
tive figure, as comparison of figures prepared by the Com- 
mittee on Uniform Accounting Methods of the American 
Petroleum Institute showed some companies with costs as 
high as four cents a gallon. 


In certain sections of the country, bad debt losses ran 
as high as 10 per cent of credit sales on this type of busi- 
ness. The large accounting costs were due to the tre- 
mendous number of charge tickets it was necessary to 
handle, many of them of less than a dollar in sales value 
and very few for over two dollars. 

Various accounting systems have been tried, to mini- 
mize the cost, with varying degrees of success. In many 
sections of the country, signed copies of all charges are 
attached to the monthly statement, thereby increasing 
mailing costs. Father has now become so much in the 
habit of checking up on mother’s, son’s, or daughter’s use 
of the family car through this medium, that it is impos- 
sible for him to get along without it now. It would 
probably meet with the strong approval of the rest of 
the family if the practice were discontinued, as well as 
saving a good deal of wear and tear on the nerves of all, 
when the monthly statement comes in. 

Technically, credit courtesy cards may be cancelled at 
the discretion of the seller. Practically the cost of noti- 
fying thousands of stations makes such notification almost 
impossible. Therefore, once issued, the credit courtesy 
card is to a great extent uncontrolled until its expiration. 
All companies, I believe, are now making thorough credit 


investigations before issuing these cards, and are restrict-. 


ing the use to the very best type of credit risk. 

It is my personal opinion that the handling of con- 
sumer charge accounts at service stations is justifiable as 
a convenience to well-rated customers, providing there 
can be a definite control. I think this will eventually re- 
sult in the authorization to a customer to buy on credit 
at one or two stations only, and at those stations he may 
buy coupon books on credit which he can use on trips. 
Such a plan would furnish almost the same convenience 
to the customer as well as furnish a definite means of 
credit control to the seller. 

It is well known that the Petroleum Code is one of 
the very few codes which contains definite restrictions as 
to the credit terms which may be granted in the sale of 
its products. Many credit men in other lines of busi- 
ness have asked why such restrictions were necessary, and 
some seemed to think that the credit men of the oil indus- 
try were a pretty weak lot to recommend the inclusion 
of credit terms in the code. It may be of interest to you 
to learn something of the background for the decision. 

For many years prior to the adoption of the Petroleum 
Code, it was ordinary practice for the gasoline refiner to 
loan the equipment necessary to dispense gasoline, motor 
oil and similar products to dealers and large consumers. 
It was also common practice for the refiner to pay for 
the installation of this equipment and also to maintain it 
in repair. This total loaned capital often amounted to 
seven or eight hundred dollars per station. 

Through this means the retail dealer starting in busi- 
ness required little or no capital of his own for fixtures, 
such as would be necessary in almost any other retail 
business. This condition resulted in the setting up of far 
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more retail outlets than could possibly be made profitable. 
Each new station in business drew some trade from the 
established stations, but in no way increased the total con- 
sumption of petroleum products. 


In order to restrict these practices, the Petroleum Code 
made necessary the complete elimination of this loaning 
of equipment and set up definite restrictions on repairs 
which may be made on present loaned equipment. Thus, 
in the future, the new gasoline dealer will be obliged to 
purchase his own equipment, and as present loaned equip- 
ment becomes worn out or obsolete, the present dealer 
will find it necessary to make replacements at his own 
expense. 


You are probably wondering just what these facts 
have to do with credit terms. This program of restrict- 
ing the number of new service station outlets to ade- 
quately financed operators was strongly supported by all 
the major oil companies, but in order to definitely close 
a very wide loophole, which could have been taken ad- 
vantage of, should an unscrupulous company see fit, defi- 
nite credit terms, under which products must be sold, were 
necessary. The loophole consisted of the fact that a 
refiner or jobber could sell products on long terms to a 
dealer or consumer and thereby supply the new dealer 
with sufficient capital to purchase his own equipment, 
thereby nullifying that important provision of the mar- 
keting section of the code. 

There was no intent to restrict the legitimate exten- 
sion of credit to either dealers or consumers. I can 
testify personally to the fact, as I served as a member 
of the Committee on Credit Practices of the American 
Petroleum Institute, which proposed the credit terms 
which, with some modifications, were included in the 
final draft which was approved and promulgated by the 
President of the United States and became effective on 
September 2, 1933. 


Due to the difficulty of distinguishing between dealers 
and consumers, it was necessary that the maximum credit 
terms apply to both. As originally promulgated, the 
maximum credit terms allowable to tank car buyers were 
thirty days, and to dealers and consumers buying by tank 
wagon and at service stations, “fifteenth prox.” These 
were the longest sales terms which could be quoted ; how- 
ever, an additional thirty days were allowed for collec- 
tion. At the expiration of that period, it became neces- 
sary to place unpaid accounts on a C.O.D. basis on any 
further sales. Some modifications have since been made, 
particularly as such terms apply to purchases by city, 
county and state governments and agencies. 

Generally, I think the credit terms in the code have 
met with a fine response, and there is no doubt that the 
terms have resulted in a much more rapid turnover of 
accounts receivable. I think that all oil companies will 
agree that their accounts are in better shape today than 
has been the case for many years. 

If the time allowed for payment for a particular prod- 
uct or article should be considered as the time covered 
in the consumption or use of the product, certainly there 
can be little objection to prompt payment of accounts for 
petroleum products. Such products are immediately con- 
sumed, and the amount which a consumer can store is so 
small as to be negligible. We all wonder at times what 
has happened to the tankful of gasoline for our own car 
which we bought a few days ago. 

There is another factor which must be borne in mind 
when credit to consumers for petroleum products is be- 
ing considered, and that is the increasingly large per- 
centage of the retail value of the product, which repre- 

(Continued on page 26.) 








Resolutions Adopted by the Convention 


others were adopted—Number Eight, expressing the 


[ ADDITION to the resolutions printed below, three 
appreciation of the Convention to the guest speakers 


and the song leader; Number Ten, acknowledging the ex- 
cellent service and accommodations rendered by the Pea- 
body Hotel; and Number Eleven, instructing that copies 
of the resolutions be spread on the minutes of the N. R. 
C. A., and copies mailed to all persons and parties men- 
tioned thereon. 

The Resolutions Committee consisted of S$. E. Edger- 
ton (Chairman), Louis Selig and A. F. Henning. All 


resolutions were unanimously adopted. 


Resolution No. 1—Opposing Any Affiliation With 
the Credit Managers’ Group of the NRDGA 


Whereas, there has been established by the NRDGA 
a new department which has been termed the Credit 
Managers’ Group; and 

W hereas, it is the consensus of opinion of the delegates 
to the Convention of the NRCA at Memphis, Tennessee, 
that it is the purpose and intention of the NRDGA to 
encroach upon the field of endeavor to which the NRCA 
has been pledged and consecrated ; and 

Whereas, the NRCA is of the opinion that if the 
Credit Managers’ Group of NRDGA competes for the 
favor of retail merchants and credit managers of the 
nation, its efforts will be unavailing and merely com- 
plicate the already serious problems of NRCA; and 

Whereas, it is the firm conviction of the NRCA that 
the NRDGA is not qualified for leadership in retail 
credit matters; and 

Whereas, it is incontestable that NRCA is qualified 
for leadership by virtue of the proportions of its present 
organizational set-up, personnel, experience, and machin- 
ery for operating; and 

Whereas, the attitude of NRDGA toward the NRCA 
for many years has been of questionable friendliness and 
obviously designing; and 

Whereas, the NRDGA through its very policy has 
planned against the best interests of credit men as such, 
in its efforts to subjugate the credit managers to the 
jurisdiction of the controller in retail business; therefore 

Be It Resolved, that the members of the NRCA in 
attendance at this convention, and numbering approxi- 
mately eight hundred (800) go on record as unalterably 
opposed to any affiliation whatsoever on the part of the 
membership of NRCA with the Credit Managers’ Group 
of NRDGA; and 

Be It Further Resolved, that each member of the 
NRCA use his best effort and influence with the mer- 
chants and credit men in his community toward dis- 
paraging affiliation with the said Credit Managers’ Group 
of the NRDGA. 


Resolution No. 2—Urging Executive Action and 
Reprimand of Delinquent Federal Employees 


Whereas, the collection managers of the Supervising 
Collection Department, the bureau managers of the Serv- 
ice Department, and the credit executives of the National 
Retail Credit Association, an organization representing 
approximately two hundred thousand merchants and pro- 
fessional men throughout the United States and Canada; 
and 
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Whereas, for a number of months, our organization— 
through the executive offices in St. Louis—has taken a 
definite stand in favor of President Roosevelt’s Recovery 
Program and has backed the administration in whatever 
way possible through our publications, namely, The 
Crepitr Wor pb, reaching more than fifteen thousand 
credit executives, and the “Service Bulletin” reaching 
twelve hundred credit rating bureau executives and six 
hundred collection managers; and 

Whereas, in every public utterance, where it was at all 
possible to do so, our speakers throughout our entire or- 
ganization considered it their privilege and duty to 
sponsor the Recovery Program of the administration and 
to urge every cooperation through our members and those 
with whom we have come in contact, directly or indi- 
rectly; and 

Whereas, our organization, through its various types 
of service, has urged creditors to be fair and lenient in the 
extension of credit, and especially in the collection of past 
due accounts where the debtors have become heavily in- 
volved through no fault of their own; and 

Whereas, we have urged debtors so involved to be fair 
with their creditors and in some way arrange a liquida- 
tion of their indebtedness through small payments over a 
long period of time; and 

Whereas, there has been a great host of federal em- 
ployees, under our old federal employment system, and 
hundreds of employees hired to fill new positions created 
in various branches of the administration’s Recovery Pro- 
gram; and 

W hereas, a large percentage of these federal employees, 
both old and new, have, as a rule, treated their credit 
obligations as a most sacred trust, and have lived honor- 
ably within their income and have paid their charge ac- 
counts promptly when due; and 

Whereas, a constantly increasing number of federal 
employees are assuming an unfair attitude in that they 
are not taking seriously the prompt payment of their 
obligations and are hiding behind the fact that federal 
employees’ salaries are not subject to the order of the 
court as provided in the various states and to such gar- 
nishment laws as would apply to other users of credit; 
and 

Whereas, many of the new employees now on the 
federal payroll were out of work for a long while and 
unable to pay their just obligations, but who now have 
been given very lucrative positions with the government 
and are possessed with a regular income, but who, for 
some reason or other, are not showing any inclination to 
be fair with their creditors by even making any attempt 
to liquidate their past due indebtedness ; and 

Whereas, the National Retail Credit Association and 
all its subsidiaries, including credit executives, bureau 
secretaries and collection managers, have been advocating, 
for many months, patience on the part of creditors, with 
extreme leniency toward unfortunate debtors as well as 
urging unfortunate debtors to be very fair in cooperating 
with their creditors and arranging, at the very first op- 
portunity, to start the liquidation of past due indebted- 
ness; and 

W hereas, we believe it is the high purpose of our Presi- 
dent and the administration which he directs, to see that 
everyone is treated fairly in matters of this kind, and that 

(Continued on page 20.) 
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“A Word to the Wise” - - 


No Paternalism! 


[oat from the Address of Leopold L. Meyer of Foley Bros. Dry Goods Company, Houston, Tex., Before 
the Twenty-First Annual Convention, National Retail Credit Association, Memphis, Tenn., June 19, 1934 


by the National Retail Dry Goods Association. They 

call it the Credit Managers’ Group. I have made 
some sort of investigation, and, of course, I have been af- 
fectionately chucked under the chin and advised to worry 
not—there would be no designs on the National Retail 
Credit Association. 


HAVE heard about a new organization being created 


It may be all right and good enough for some of the 
boys from the backwoods to fall for that sort of bunk, 
and although I may be entirely wrong in my opinion, I 
am going to continue to believe that this is merely the 
first step to gobble up the credit fraternity. I have been 
in the game too long not to recall the feinting that has 
been indulged in for many years and the overtures that 
have been made openly and through factions to take the 
credit association under the wing of the National Retail 
Dry Goods Association. 

I have the heartiest respect for the National Retail 
Dry Goods Association, and, as an affiliate, have coop- 
erated in every manner that I might, but from my ex- 
periences during the last twelve months, I am of the 
opinion that if the National Retail Dry Goods Associa- 
tion will busy itself with the development of some of its 
responsibilities already assumed, it will be pretty well 
occupied without the assumption of any extra load. 

There has been an upheaval in the National Associa- 
tion set-up, and it is very strange to my mind that almost 
concurrently therewith, the National Retail Dry Goods 
Association gave birth to its Credit Managers’ Group. 
Like a hawk after a carrion, it swooped down upon us 





to claw the straw that they thought would break the 
camel’s back. There are some who will defend the 
justification for the National Retail Dry Goods Associa- 
tion’s action, but all combined, they will never alter my 
conviction that the National Retail Dry Goods Associa- 
tion has no other objective than to put the National 
Retail Credit Association out of business. 


I am not so blind to realities as not to believe that 
some good can be accomplished by the newly formed 
Credit Managers’ Group, nor am I so ignorant of the 
structure of the National Retail Credit Association as to 
believe that the National Retail Dry Goods Association 
is remotely qualified to do any job in credit as well as 
this Association. (Applause.) They have neither more 
brains, more ability nor as many contacts, and their 
sources of credit information cannot conceivably be as 
broad as those which we have developed through our 
membership, during the past fifteen years. (Applause.) 

I, for one, want to go on record as being unalterably 
opposed to affiliation on the part of the members of this 
Association with the National Retail Dry Goods Associa- 
tion Credit Managers’ Group, until such time as it can 
be proved honorably and honestly that the National Re- 
tail Credit Association is unqualified for the job to be 
done in the field of credit. I must say that, thus far, the 
arguments presented to me have been flat and unsus- 
tained. 


None the less, you must accept what has transpired as 
a word of warning, and “a word to the wise” should be 
(Continued on page 32.) 
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TRUCK manufactured in Illinois has as its 
A slogan “Built to Meet a Condition.” This 

slogan paraphrased to read “Organized to Meet 
a Condition” would apply with equal truth and force to 
NCCRC, 

Those of us in credit work whose memories go back to 
the middle of the first decade of this century will recall, 
with not a little pleasure and satisfaction, the conditions 
which existed then from a credit standpoint. Mr. Smith, 
an employee of the Railroad Shops, in leafing through 
a “Sears’” or ‘“Ward’s” catalogue, would not at that 
time have found one single article which he could pur- 
chase on credit. Salesmen were not importuning him to 
place his orders on credit for paint, roofing material, 
refrigerators, etc. 

Mr. Smith in those days was confining all of his pur- 
chases to home-town merchants. If his pay check was not 
sufficiently elastic to permit him to pay cash for all of 
his requirements he talked to Zachman, the grocer, 
Schaffner, the furniture man, Theibaut & Mautz, the 
hardware dealers, Kleinmeyer, the clothier—each of whom 
gladly extended him such credit accommodations as he 
needed. 

Ninety-nine Smiths out of a hundred never bought 
more than they could pay for. When the accounts were 
due the money was ready. Their desires in those days 
were few and comparatively easy to satisfy. Pyramiding 
of accounts was practically unknown. Charge-offs to 
profit and loss were minimum. The Smiths, although 
they had never heard the phrase “Treat Your Credit as 
a Sacred Trust,” actually did just that! 

Had this Elysian condition continued, local credit 
bureaus would have successfully and satisfactorily met 
every reporting requirement. The Smiths in those days 
were solid, stable, dependable folk. When they settled 
in a place they took root and stayed there. They bought 
a home and surrounded themselves with the necessities 
and the simple luxuries of life. Their requirements were 
few and easily satisfied. 

This simple, comfortable picture of home and business 
life was suddenly, rudely shattered into a thousand 
pieces. Its fragments still lay as they fell. The strange 
thing about it all is that a shot from the gun in the 
hands of an irresponsible individual way over in Serbia 
should have been the cause of it. The Smiths who were 
living peacefully and contentedly were rudely awakened 
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—turmoil ensued—most of them either volunteered or 
were drafted to make the world safe for democracy. 
Those who supplied their needs stepped up production a 
hundredfold. New factories sprung up like mushrooms 
and still the requirements outdistanced production. 

It wasn’t possible for the Smiths, after November 11, 
1918, to take up their peaceful pursuits where they had 
laid them down. It wasn’t possible for those who had 
supplied them with the necessities and luxuries to gauge 
production to meet their ordinary requirements. How 
to keep the factories running? How to sell their output? 
These were the questions confronting commerce and in- 
dustry. Many manufacturers, in order to solve this 
problem, took on a dual personality. They not only 
manufactured the commodity, but they sold it direct to 
the consumer, usually on credit. 

Credit not only became popular, but it was an insignia 
of respectability. (One prominent supply house even had 
a slogan, ““The War Made Credit a Badge of Honor.) 
The old fogy who hewed to the line and bought only 
those things for which he could pay was decidedly infra 
dig. Everything required from the cradle to the grave 
could be bought on some form of credit. The baby took 
his first airing in a perambulator bought on credit. Every 
necessity and luxury he needed through life was bought 
in the same way and when he died he could be buried in 
an installment coffin. , 

No one criticises these conditions. They existed of 
necessity. The Smiths, however, were no longer con- 
fining their purchases to the home-town merchant. They 
bought every conceivable commodity from foods to auto- 
mobiles on credit. Their purchases ran the gamut of 
necessity and luxury. The sources of their supply were 
wide flung. Firms that sold them their radios, their 
electric washers and ironers, and even their clothing and 
furniture might be located hundreds and sometimes thou- 
sands of miles away. They could paint and roof their 
houses, fix their porches, put a new floor in the kitchen, 
change the plumbing and fixtures in the bathroom; all 
with materials furnished on credit by distant firms. 

Gradually this condition began to percolate into the 
minds of credit executives, business and professional men, 
and bureau managers. They recognized, as a result, that 
credit experiences confined to one locality did not tell the 
whole story. They realized that while the Smiths still 
continued to purchase many of their requirements on 
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credit locally, that still other, and a very important part, 
of their requirements were purchased from firms whose 
credit records were kept at a distance. It was difficult to 
ascertain the Smith’s commitments on such purchases. 
The smug, self-satisfied feeling of security in the minds of 
local business and professional men gave way to appre- 
hension. How to know where the Smiths were buying— 
how to know how much they owed in order to determine 
how much they should be sold on credit—were the prob- 
lems. 


Bureau managers and credit executives gave thought to 
the solution of these problems. Their thoughts crystallized 
in the organization of the National Consumer Credit 
Reporting Corporation. Through it the services of local 
credit bureaus are magnified. Because of it they now 
serve as efficiently and conveniently firms at a distance 
as they do those located in their own communities. These 
bureaus are experienced. They have been in existence for 
an average of eleven and a half years. Many of them 
have functioned successfully for more than a quarter of a 
century. 

Through the NCCRC they are welded into one uni- 
form national service, capable of supplying reliable credit 
and character reports promptly. They represent “An 
Old Service in a New Field.” They represent, too, 
what is believed to be fundamental in credit reporting. 
The information upon which their reports are built is the 
result of accumulation—over a period of years. It is 
taken from bona fide records. It reflects actual condi- 
tions. 


In the files of the bureaus that make up the NCCRC 
reporting service are reports on 60,000,000 individuals 
and firms—credit biographies of consumers ofttimes cover- 
ing their entire business lives. 

The information contained in these reports is taken 
directly from the ledgers of the 150,000 business and pro- 
fessional men whom these bureaus serve. It is aug- 
mented by public records such as deeds, real and chattel 
mortgages, suits and judgments, arrests and prosecutions, 
estates in process of adjudication, marriage licenses, di- 
vorces, births and deaths, items clipped from newspapers 
which have bearing on the social, financial, and moral 
standing of subjects of inquiry. 


These are the bases of the facts reproduced in the re- 
ports written by the NCCRC. These facts are not sub- 
ject to individual interpretation. ‘They must be repro- 
duced as they are found to be. They are verified by per- 
sonal investigation at the time the report is written. 

Business cannot be too careful of its facts. Its con- 
tinuation is dependent upon their accuracy. Judgment 
is no better than the information upon which it is based 
and information is no better than the source from which 
it is derived. The information regarding the Smiths con- 
tained in the reports in the files of credit bureaus is ac- 
curate. It is based upon facts. Business may depend 
upon it. 

Reports which contain all of the facts regarding the 
Smiths are the greatest stabilizing influence in business. 
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They are the basis of an intelligent “Community Credit 


Policy” and intelligent community credit policies are the 
foundation on which a “National Credit Policy” must be 
built. The distant firm selling the Smiths is just as much 
interested in and dependent upon the local credit informa- 
tion regarding the Smiths as are local firms, and local 
firms are just as much dependent upon knowledge of how 
much the Smiths are buying at a distance and how they 
are paying these bills as on local information. The sta- 
bility of consumer credit is bound up in and wholly de- 
pendent upon the co-operation of all those who sell com- 
modities and service on credit regardless of their location. 

These self-evident facts must be gotten over to all 
classes and conditions of business if credit is to continue as 
the vital factor in industry and commerce. What will it 
profit local merchants to be careful and conscientious in 
credit extension if their customers may purchase indis- 
criminately from others, and what does it profit those who 
sell commodities on credit on a state, district, and na- 
tional basis if they have no knowledge of credit which is 
extended their customers by local business and profes- 
sional men? 

The best way—the only way—to ascertain these facts 
is to secure credit and character reports from one capable, 
competent, and reliable source. It is up to those who ex- 
tend credit to determine this source. It is up to those 
who furnish credit reports to convince the users of such 
reports that theirs is that source. 

Either we work together in the extension and control 
of credit or we permit pyramiding, which eventuates in 
bankruptcy courts. No business is sufficiently big to “go 
it alone.” Each is subject to the same treacherous shoals 
and pitfalls. Cooperation is the only means whereby 
credit may be made sound and profitable for the seller and 
buyer. 

Those who sell commodities and service on credit have 
a responsibility to the Smiths. How they discharge their 
responsibility will determine their worthiness to remain 
in business. The Smiths may not be loaded beyond their 
capacity to pay and still remain good and responsible citi- 
zens. Business has a stake in the Smiths. Business is 
obligated to protect them and at the same time protect 
itself. 

Reliable reports based upon accumulated facts and per- 
sonal investigation, if used intelligently by business, will 
meet all the requirements and discharge all of the obliga- 
tions which the Smiths and business generally owe to each 
other. 

. s&s £ 


Credit Advice From the Bible 


A reference on a credit application, to whom we di- 
rected an inquiry by mail, returned our inquiry form 
with this notation: “I would advise your client to take 
down his Bible, dust it off, and read Proverbs 11:15. I 
know of no better advice.” 

Well, we dusted ours off and here is what we found: 
“He that is surety for a stranger shall smart for it, but 
he that hateth suretyship is secure.” 

—Burbank (Calif.) Merchants’ Association. 





Resolutions Adopted by the Convention 
(Continued from page 16.) 


creditors and debtors alike cooperate to the utmost in 
assisting in the free flow of credit throughout our coun- 
try; and 

Whereas, as before stated, an alarming number of 
federal employees, of both the old and new payroll, are 
assuming an attitude which we believe, after careful con- 
sideration, to be unfair in that hundreds of accounts 
owing business and professional men throughout the coun- 
try, who have been loyal and faithful in the backing of 
the administration in the Recovery Program, are now be- 
ing denied moneys on accounts receivable which they have 
been willing to carry for a long period of time, due to 
the debtors’ inability to pay, which they now believe could 
and should be paid in small payments at regular intervals, 
out of the salary drawn by federal employees from the 
government; now, therefore 

Be It Resolved by this great body assembled in conven- 
tion in Memphis, Tennessee, June 19 to June 22, inclu- 
sive: 

First: That we express our appreciation to President 
Roosevelt and his administration for the fine service that 
has been rendered to this country during the past few 
months. We believe in his attitude of fairness to all peo- 
ple, rich or poor, to the individual as well as to the busi- 
ness concern. 

Seconp: That our organization and the merchants 
and professional men we serve fully appreciate the fine, 
loyal group of federal employees who have treated their 
credit as a sacred trust, who have been fair to their credi- 
tors and the confidence that has been placed in them in 
keeping with the dignity of the government, and feel that 
the fair and conscientious use they have made of charge 
privileges and the prompt payment of their bills, has been 
a great factor in stimulating a freer flow of retail credit. 

Tuirp: That the President of the United States be 
urged to issue a bulletin through the executive heads of 
every department of federal government in order that it 
may reach every employee, setting forth that it is the 
wish of the President and the administration that such 
employees be fair and reasonable and just in making an 
honest effort to liquidate past due indebtedness out of 
earnings now supplied by the government, realizing that 
it is only fair that all government employees act honor- 
ably and fairly along with the administration by taking 
care of their obligations and thus actually do their part 
in stimulating recovery by assisting loyal business and pro- 
fessional men in realizing on their frozen accounts re- 
ceivable. 

FourtH: And if, after careful investigation on the 
part of the federal government, they find an employee in 
any branch of its service who is not willing to play fair 
in paying past due obligations by making small, regular 
payments if necessary, thus permitting still further the 
free flow of credit by the continuous liquidation of old, 
delinquent accounts, such employee may be subject to a 
reprimand for not being willing to be fair; such repri- 
mand to be made in any form that the President, through 
the various executive heads, shall deem advisable. 


Resolution No. 3—Urging Study Courses in 
Credit Sales Management 

W hereas, it is the hope and ambition of a great number 
interested in the advancement and improvement of the 
credit man as an entity in business; and 

Whereas, it is also hoped that the credit department 
will function on a broader and more comprehensive scale; 
and 
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W hereas, it is the conviction that if both credit depart- 
ment and credit men are to become more significant, they 
should respectively be reconstructed along more modern 
lines and more in conformity with the new trend of 
thought; therefore 


Be It Resolved, that the Credit Department in the 
future become known as the Credit Sales Department, 
and the credit man as the Credit Sales Manager; and 

Be It Further Resolved, that the incoming administra- 
tion of the National Retail Credit Association appoint a 
chairman of a committee to be known as the Special Cur- 
riculum Committee, which chairman shall choose his own 
committeemen, and that it shall be the responsibility of 
their Special Curriculum Committee to plan a special 
course of instruction in credit sales management, which 
course shall be edited in appropriate fashion and form, 
and distributed to sub-committeemen in all representative 
communities ; and 

Be It Further Resolved, that it shall be the duties of 
the aforementioned sub-committeemen to conduct them- 
selves, or to provide for the conduct of courses of instruc- 
tion in credit sales management in their respective com- 
munities in conformity with the course of study as out- 
lined by the Special Curriculum Chairman and associates ; 
and 

Be It Further Resolved, that in all of its literature and 
in its communications directed to the heads of business, 
to the press, and to the individual credit managers, the 
National Retail Credit Association itself, observe the 
terminology “Credit Sales Manager” and “Credit Sales 
Department.” 

(On motion of Mr. L. 8. Crowder, this resolution was 
amended to suggest the title of “Manager of Credit 
Sales” instead of “Credit Sales Manager.’ ) 


Resolution No. 4—Approving the Theory of the 
Community Credit Policy 


W hereas, the National Retail Credit Association is of 
the opinion that the ultimate best good for retail credit 
can come about only through a system of controlled credit 
extension ; and 

W hereas, the Old Guard Committee and the National 
Credit Executives’ Council have labored diligently for 
two years, in connection with the presentation and promo- 
tion of the theory of the Community Credit Policy, which 
theory it is believed ‘incorporates the control in credit 
extension aspired to; and 

W hereas, the findings of the Chairman of both of the 
above-mentioned committees have been such as to convince 
those who have studied the situation nationally that the 
theory has been warmly and favorably regarded and re- 
ceived ; and 

Whereas, it has been observed that in those cities in 
which the Community Credit Policy has been adopted it 
has been found satisfactory and practicable; and 

W hereas, in those communities in which the theory was 
proposed by the credit men themselves, and not adopted 
by the merchants, the failure to adopt has-been attributed 
most often to arbitrary objections on the part of one or 
more merchants who were selfish in their motives; there- 
fore 

Be It Resolved, that the National Retail Credit As- 
sociation, in convention assembled at Memphis, Ten- 
nessee, approve the theory of the Community Credit 
Policy for national application and petition the duly con- 
stituted authority and agencies of the National Recovery 
Administration to approve the theory of the Community 
Credit Policy as heretofore presented and published, or 
as it may be revised by duly appointed representatives of 
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the National Retail Credit Association, for inclusion 
under Retail Codes over which the National Recovery 
Administration has jurisdiction. 


Resolution No. 5—Commending the Formation of 
Credit Women’s Breakfast Clubs 


W hereas, in recent years there have been formed in the 
Pacific Northwest a number of Credit Women’s Break- 
fast Clubs, organized by and for women employees of the 
credit offices of retail firms; and 

W hereas, the sole purpose of these Clubs is to promote 
interest in the profession and science of retail credit ex- 
tension and, in part, to further the education of their 
members in the methods and practice of handling charge 
accounts in its administrative detail; to promote good 
will, fellowship, and a better understanding by personal 
contact and association ; to work in close conjunction with 
and to foster the ideals of the National Retail Credit 
Association and all of its local associations; therefore 

Be It Resolved, that the National Retail Credit Asso- 
ciation, in convention assembled in Memphis, heartily en- 
dorses and approves the efforts of these various Clubs 
throughout the United States and Canada and encour- 
ages their aim ultimately to perfect a National Associa- 
tion of Credit Women’s Breakfast Clubs and to sponsor 
and direct their activities toward these objectives as set 
forth in this resolution. 


Resolution No. 6—Recognizing “‘Faith, Courage 
and Unison” as the Keynote of the Convention 


Whereas, it is recognized that the problems of the 
NRCA for the future are more than customarily com- 
plex; and 

Whereas, there is a false impression in the minds of 
some persons not well informed concerning the spirit that 
has pervaded the reorganizing within the NRCA; and 


W hereas, it is appreciated that the best interests of both” 


credit managers and bureau managers are bound up in 
friendliness, good will and unremitting cooperation ; there- 
fore 

Be It Resolved, that the keynote of this convention as 
sounded in the opening address of this convention be 
Faith, Courage, and Unison. 


Resolution No. 7—Acknowledging the Hospitality 
of the Convention Committee and the City of 
Memphis 


W hereas, it is appreciated that the great convention in 
the city of Memphis has been possible only as a result of 
indefatigable effort; and 

Whereas, it is recognized that the elaborate prepara- 
tions have been made for the convenience and comfort of 
the delegates at considerable expense to the local mer- 
chants and credit managers; and 

Whereas, it is generally believed that the Memphis 
Convention has been outstanding in significance and ac- 
complishments ; therefore 

Be It Resolved, that the membership of the NRCA in 
convention assembled gratefully acknowledge the brilliant 
work of the General Chairman, Mr. George A. Lawo, 
and his able corps of assistants comprising the Conven- 
tion Committee, as well as the Mayor and the citizen- 
ship of Memphis, for their hospitality and contribution 
toward making the convention such a phenomenal suc- 
cess. 


Resolution No. 9—Urging the Adoption of the 
“Six-Point” Bankruptcy Program 


Resolved: That the Six Point Retail Bankruptcy Pro- 
gram as it appears in Folders Nos. 4 and 5, prepared 
under the direction of our Legislative Committee and 
distributed throughout the country, be and the same 
hereby receives the endorsement and support of this con- 
vention. Our Legislative Committee is instructed to use 
every reasonable effort to secure the adoption of these 
bankruptcy amendments by the next Congress. 

We further suggest to the Committee the wisdom of 
continuing its effort to release the vast volume of frozen 
consumer credit to the end that the buying power of the 
individual be restored upon a sound economic basis, 
thereby causing improvement in the financial structure of 
the country and its resulting benefit to merchants. 

Be It Further Resolved, that the thanks of this conven- 
tion be extended to Hon. David J. Lewis, Representative 
in Congress from the state of Maryland, for his untiring 
efforts in behalf of our membership. 
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FOREWORD 


ONGRESS has adjourned and with it the spectre 
4 of uncontrolled inflation. Some measures have 

been passed, it is true, which may be described as 
having an inflationary aspect, such as the silver purchas- 
ing bill, but on the whole the enactments of the 73rd 
Congress come within the category of controlled infla- 
tion and President Roosevelt has succeeded, where Presi- 
dent Cleveland failed, in blocking dangerous inflation 
without splitting his party in doing so. 

Some of the legislation marks wide departure from 
former standards of American national life but in nearly 
every instance they have a time limit and must be re- 
newed or modified by Congress by appropriate legislation 
before they can be continued. This is true, among 
others, of the National Industrial Recovery Act, under 
which codes have been adopted and are in use. 


Legislative 
A List of New Laws Affecting Credit Granters 


Credit sales granters interested in specific legislation of 
Congress can obtain copies of same by writing to the 
Superintendent of Documents, Washington, D. C. Such 
requests, however, can be better handled if the legislation 
is specifically identified, for which reason a list is here 
appended of some of the more important laws: 


Public No. 87, approved January 30, 1934, devalua- 
tion of the dollar; Public No. 151, approved April 13, 
1934, prohibiting foreign governments in default on debts 
to the United States from borrowing in this country; 
Public No. 169, approved April 21, 1934, brings cotton 
within the A. A. A. and its processing features; Public 
No. 178, approved April 27, 1934, guarantees the bonds 
of the Home Owners’ Loan Corporation; Public No. 
213, approved May 9, 1934, is “An Act to include sugar 
beets and sugar cane as basic agricultural commodities 
under the Agricultural Adjustment Act”; Public No. 
291, approved June 6, 1934, regulates the securities ex- 
changes and establishes a commission for that purpose; 
Public No. 316, approved June 12, 1934, vests power in 
the President to negotiate reciprocal commercial treaties 
and tariff rates; Public No. 308, approved June 12, 
1934, reduces air mail postage from 8c to 6c and provides 
for establishing a commission to recommend a permanent 
aviation policy ; Public No. 416, approved June 19, 1934, 
creates a commission similar to the I. C. C. having juris- 
diction over all forms of communication—telephone, tele- 
graph, wireless, radio, cable, etc.; Public No. 442, ap- 
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proved June 21, 1934, arbitration of rail labor disputes; 
and Public No. 479, approved June 27, 1934, promotes 
repairing and reconstruction of homes. 


Departmental 


First Monthly Reports Issued by New Credit 
Section of Department of Commerce 

The first of the monthly reports of the Credit Section 
of the Bureau of Foreign and Domestic Commerce, De- 
partment of Commerce, has been made available as of 
June 21. It will be recalled that the retail credit survey 
is now upon an annual basis but that in the interim there 
will be monthly reports of which this one of June 21 is 
the first. 

“Collection ratios on open and installment credit ac- 
counts of department stores,” says Director Murchison of 
the Bureau of Foreign and Domestic Commerce, -“al- 
though much higher for the first four months of 1934 
than for the same period of 1933, show a decrease from 
March to April of this year.” Dr. Murchison also re- 
ports: “Collection percentages were 41.6 per cent on 
open accounts and 17.3 per cent on installment accounts 
for the month of April as compared with 42.7 per cent 
and 18.3 per cent, respectively, for the month of March.” 

The report was compiled from data supplied by 400 
department stores reporting on open accounts and over 
250 reporting on installment accounts. 


Wholesale Prices Show Constant Upward Trend 

Beginning with February, 1933, wholesale prices may 
be said to have registered on the whole a fairly steady 
upward climb to date. Wholesale prices on all. com- 
modities as of January 6, of this year, were at 71.0 and 
as of June 23, 75.0. Wholesale index figures of the 
Bureau of Labor statistics comprise eleven selected groups 
and out of the eleven only three, hides and leather, 
textiles, and fuel and lighting, show any decrease during 
the past six months. Starting with the low point of the 
depression, February, 1933, there has been what may be 
summarized as a steady but slow upward climb in whole- 
sale figures. 

These figures comprise one of the major sources from 
which business conditions are checked and as they show 
continued betterment in business, the next question that 
presents itself is whether natural economic causes of 
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Government stimulus or both have been responsible for 








the bettered conditions. Each individual credit sales 
manager is in a position to answer this question as well 
as an economist. The guess of the writer is that the 
improvement has been due in part to both causes, im- 
provement from better economic conditions and through 
some Government aid. 


Court Decisions 


New Decision on Emergency Legislation 

Apropos of the statement in the “Foreword” that much 
of the important legislation of the Congress just ad- 
journed is of an emergency nature and limited in dura- 
tion, the decision of the Supreme Court in Worthen v. 
This case dealt 
with garnishment of an insurance policy proceeds which 
an act of the Arkansas Legislature of March 16, 1933, 
shortly after the attachment was issued, would have 
voided. 

The Supreme Court took the view that the legislation 
was not limited to the emergency and set up no conditions 
opposite to emergency relief. 


Thomas of May 28, is of importance. 


In doing so, the Court 
adverted to the “Blaisdell Case’ (Minnesota Mortgage 
Moratorium) differentiating that case from this Thomas 
case by saying that the former legislation afforded tem- 
porary and conditional legislative relief and that the re- 
lief was not only reasonable from the standpoint of the 
mortgagor and the mortgagee as well but was “limited 
to the exigency to which the legislation was addressed.’ 
These two cases raise the thought: If and when codes 
are made permanent, what will be the legal status of 
such legislation ? 


Are Credit Bureaus Exempt from Taxation? 


The writer has been asked whether or not credit men’s 
adjustment bureaus are exempt from taxation under the 
Revenue Laws of 1926 and 1928, the provisions of which 
on the point at issue are substantially in effect today. 
Under such provisions, “business leagues, chambers of 
commerce, real estate boards, or boards of trade, not 
organized for profit and no part of the net earnings of 
which inure to the benefit of any private shareholder or 
individual” are exempt from taxation. 


The question of whether or not such an adjustment 
bureau is “‘a business league” within the meaning of the 
Revenue Act, was decided several months ago by the U. 
S. District Court for the Western District of Kentucky 
in Louisville Credit Men’s Adjustment Bureau v. U. S&., 
adversely to the bureau. The facts as found by the 
decision of the Court, indicated that the Adjustment 
Bureau was incorporated in 1907 with a charter which 
made it a business corporation but that in 1923 a by-law 
was passed and a trust agreement executed under which 
it was declared that thereafter the corporation should not 
be operated for the profit of stockholders and that no 
dividends should be paid to the stockholders. 


No dividends, in fact, were paid but still the court held 
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that to entitle it to the status of a business league exemp- 
tion, such corporation must possess two conjunctive re- 
quirements: First, it must not be organized for profit; 
and, second, no part of its net earnings must inure to 
the benefit of any private shareholder or individual. 

In the instant case the court found that neither of the 
tests was met. It further pointed out that the real test 
seems to be not whether the corporation is organized or 
operated for the profit of its stockholders or pays divi- 
dends to such stockholders but whether it performs under 
its charter in the same way as does an ordinary private 
commercial corporation. Among the decisions cited by 
the court was Adjustment Bureau of St. Louis Associa- 
tion of Credit Men v. Commissioner of Internal Reve- 


nue (21 B.T.A. 232). 


Rubber Companies Appeal NRA Ruling to 
Federal Trade Commission 

Substantially the first complaint of practices alleged to 
be in violation of the Clayton Act arising out of codes 
has been filed with the Federal Trade Commission in 
pursuance of the Executive Order of January 20, 1934. 
That Order permits a complainant, dissatisfied with rul- 
ings of the NRA, to appeal to the Federal Trade Com- 
mission for redress when such rulings are alleged to ap- 
prove trade practices promoting monopolies and which 
practices are alleged to be in violation of codes of fair 


competition. In the instant case, three rubber companies 


and the NRA had both appealed to the Federal Trade 
Commission and the appeals have been consolidated and 
will be heard together. 
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T IS my purpose for just a few minutes to think with 
| you on some American Business Standards, in the con- 
fident hope that we may discover that these standards 
are secure, even in this day of uncertainty. I think you 
will agree with me that the more fundamental one be- 
comes in his thinking the fewer fundamentals he has. 
The fewer fundamentals one has, the more essential they 
become. 


There are only a few vital elements in our economic 
and business structure ; and therein perhaps lies the genius 
of the system: 

1. In the American business concept, even from the 
beginning of our national existence, we seem never to 
have feared to have the pioneer spirit. In fact, the or- 
ganization of business in America may best be character- 
ized as a process and not an accomplishment. Stagnation 
cannot be said to be a vice in our business system. 


Instead of retrogression after periods of depression, we 
have uniformly been able to progress. It is, I think, this 
unconquerable spirit of adventure and progression that 
lies at the very foundation of our system. Yet there are 
certain fixed principles which give us the only safe log- 
book by which we can go forward. 

2. American business men have always recognized the 
necessity of having the largest possible buying power in 
the masses of the people. We intuitively know that there 
can be no permanent and progressive prosperity which 
fails to take into account the continued and increasing 
development of the buying power of the masses. So that 
it has almost become axiomatic with us that “American 
labor shall have a living wage.” The corollary of that 
axiom seems to be that we shall in an orderly way elevate 
American living standards. 

I doubt not that if you will think through to the very 
essence of the “New Deal” you will discover here the 
great democratic principle that motivates it all. It will 
be a happier day for us when American business men 
realize that the American democracy is determined in the 
effort not to lower the standards of living for the masses 
of the American people. 

3. Equality of Opportunity in Business is another con- 
crete sill upon which our business structure rests. I am 
not unmindful that at times we have seen many instances 
when this seems not to be true. These instances, how- 
ever, are but exceptions which prove the rule. It ap- 
pears to me that now, as never before in our history, 
those who are directing our political policies are deter- 
mined that this essential concept of equality in business 
shall be protected and safeguarded. There are those who 
tell us that competition is the life of trade, and that our 
leaders are seeking to destroy this competitive system. 
Upon closer analysis we will find this criticism to be ill- 


founded. 
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Are American Business 
Standards Passing? 


By HON. J. ELMORE HOLMES 


Attormey-at-Law, Memphis, Tenn. 


An Address Before the Twenty-First Annual Convention, National 
Retail Credit Association, Memphis, Tenn., June 20, 1934 


I hope it is true—that the competitive system is being 
put upon a higher and more constructive basis; and in- 
stead of one element of business being able by force to 
destroy another equally meritorious element, that the 
competition shall hereafter be along the lines of which 
of the two contending elements is able to render to so- 
ciety the largest measure of service. Of course, in be- 
coming adjusted to the new order numberless inequalities 
have been observed, but in the main there is still guar- 
anteed alike to the great and the small the equal oppor- 
tunity for each to outdo the other in service to the buy- 
ing public. This ought to be the basis of any well- 
regulated competitive system. 

4. But I desire this afternoon to speak to you prin- 
cipally concerning what I regard as the great funda- 
mental of all business—the inviolability of a contract. 
It is a great privilege to be able to address the leaders of 
the American Retail Credit system. I would be remiss 
in the obligations of the hour if I did not see in the con- 
tinued and dogged adherence of our people to this simple 
principle of homely honesty, the sacredness of a contract, 
a just cause for optimism and felicitation. 

Let me say as dogmatically as possible that the Amer- 
ican people have woven into the very warp and woof of 
our business structure the binding nature of contractual 
obligation. Our present political and business leadership 
are mindful of this American concept of common hon- 
esty. Need I remind you that back in your offices at 
home, in your several mercantile establishments, many 
times each day you put your O.K. on the credit memo- 
randum of your customer, because you know that the 
rank and file of the people still believe in the sacredness 
of the obligations of a contract. 

Of course, there are many frauds and professional 
deadbeats that sometimes victimize the credit managers, 
but these are the exception. We frequently hear of in- 
dividual instances in which subterfuge and chicanery 
have been used to defeat honest obligations. But let me 
remind you that for every such instance there are untold 
thousands of other instances of loyalty to contractual 
obligations. Such is the foundation of all business. 

I wish I had time to relate to you a story told by an 
ex-governor of Kentucky of a mountaineer and his wife 
who would not avail themselves of a technical defense by 
which to avoid liability on an endorsement. That is 
typical of the average American. You find this principle 
of honesty in the home of the tenant farmer, at the work- 
bench where the skilled artisan carries on his trade, in the 
counting house, and in the offices of the captains of in- 
dustry. 

So fundamental is this element of honesty with the 
American people that we have written into our Consti- 
tution that even the sovereign itself cannot pass any law 
which impairs the obligations of a contract. Some would 
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have us believe that it is the purpose of the “New Deal” 
to change in some essential particular this constitutional 
guarantee. But they overlook the true purpose, meaning 
and spirit of that great charter of human liberty under 
which the American democracy functions. 

In our national life, neither the executive leadership 
nor the legislative leadership can be justly accused of 
any desire to change our Constitution in the essential 
respects whereby it guarantees to us by the orderly proc- 
esses of the law the right to life, liberty and property, 
and likewise guarantees to us our dual system of consti- 
tutional government and protects us from arbitrary as- 
sertion of power by the sovereign or any representative 
of the sovereign. 

He does not correctly read the signs of the times who 
thinks that the American Constitution is written only on 
parchment. It is written into the very heart and soul 
of the American people, and we are in a great deal more 
danger of losing the American Constitution in times of 
great prosperity than we ever are in times of adversity. 
Our Supreme Court in the case of Ex Parte Milligan, in 
speaking of the Constitution, wisely said: 

“No doctrine, involving more pernicious consequences, 
was ever invented by the wit of man than that any of 
its provisions can be suspended during any of the great 
exigencies of government.” 

What we need to do is to quit talking so much about 
the paraphernalia of our liberty, and begin to understand 
the essential and fundamental concepts upon which all 
our liberty rests. 

In this connection I invite your attention to a timely 
suggestion made by the Honorable Homer S. Cummings, 
Attorney-General of the United States, in an address be- 
fore the American Bar Association at Grand Rapids last 
summer. He said: 

“Manifestly, emergency conditions do not justify 
emergency theories of the law. It is not the duty of the 
Attorney-General, for instance, to attempt to make new 
law, but to construe and uphold the law and the Consti- 
tution as applied and interpreted by the courts. Equally 
it is his duty to help give practical effect to the end 
sought by the recent legislation and the policies of the 
administration. 

“In this effort, I shall hope to be guided by a sense of 
economic realism, rather than by any narrow legalism— 
to be helpful and constructive, rather than hypertechnical 
or reactionary; and to make the application and inter- 
pretation of these laws fit not only into our established 
jurisprudence, but into the new patterns of economic 
planning and broad statesmanship which these disturbed 
times demand. 

“* * * With us there has been no usurpation of 
power; no substitution of the executive will for the na- 
tional will; no resort to force or fear; no repression of 
dissenting thought or criticism; no pretensions to omnis- 
cience or omnipotence.” 

Need I remind you that our Constitution is but the 
written guarantee by the sovereign American will that 
our well-ordered liberty shall remain inviolate. In a 
scholarly address before the American Bar Association 
the Honorable John J. Parker, Judge of the United 
States Circuit Court of Appeals for the Fourth Circuit, 
after discussing these fundamental guarantees, made this 
observation : 

“What I am saying is that there is a full power given 
the federal government under the Constitution to meet 
any emergency; and that we are not to assume that the 
Constitution is being abandoned because in extraordinary 
times extraordinary remedies are adopted. The Consti- 
tution can be said to be passing only when sovereignty 
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is exercised in derogation of the fundamental eonstitu- 
tional principles which I have attempted to describe and 
when the American people acquiesce in their abandon- 
ment; for the strength of the Constitution is not the lan- 
guage of the written instrument but the faith of the peo- 
ple in the principles which it embodies. 

“I am persuaded that this faith is still the deepest 
force in American life. We still believe in individual 
liberty; and, while we are willing to cooperate patriot- 
ically in any effort to relieve the economic distress, we 
have not surrendered the faith that life, liberty and the 
pursuit of happiness are the inalienable rights of man, 
and that governments exist solely for the purpose of se- 
curing these rights. 

“We still believe in local self-government in matters 
of local concern. We are willing that the federal gov- 
ernment exercise the regulation necessary in interstate 
and foreign commerce to meet the industrial and eco- 
nomic problems with which only the federal government 
can deal; but there is no indication that we are willing 
to surrender local self-government for a centralized bu- 
reaucracy. We still believe in a government of law and 
in the division in the powers of sovereignty necessary to 
guard against despotism.” 

But I did not intend thus far to digress.) My theme 
this afternoon can be epitomized in these few words: The 
very genius of our institutions, if they have any genius, 
whether those institutions are political or social or eco- 
nomic or business, has not been changed and will not be 
changed in any essential and vital features. Above all 
and beyond all the great underlying substratum on which 
our whole business system rests—the sacredness of the 
obligation of a contract—is not going to be changed by 
law or otherwise. 

What we need to do, in my humble opinion, is again to 
declare our faith in these principles; and as we do so we 
but proclaim again our faith in American democracy. It 
is true in business, in industry, and in every branch of 
our marvelous modern-day life that faith in government 
and faith in our system is the surest guarantee of its 
perpetuity. “Faith is the victory!” 
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Building for the Future 


(Continued from page 13.) 


The plan has gained splendid momentum and there is 
every indication that much will be accomplished this year. 
Our membership goal for the fiscal year ending April 
30, 1935, is 5,000 new members. With the cooperation 
and assistance of everyone interested in the National 
Retail Credit Association and with the added effort of 
the National Office, this should not prove a difficult task. 
It is expected that membership teams, which proved so 
successful some years ago, will be organized and real 
results accomplished through friendly competition. 

In conclusion, I should like to suggest that you feel 
free to offer suggestions. Constructive criticism will be 
welcome and appreciated. Remember, this is your Asso- 
ciation. Its only purpose is to serve you—to assist you 
in your credit work and in solving your problems. Its 
success depends upon you and the cooperation of the 
membership as a whole. 

Let’s all work together to the end that we will continue 
to grow in numbers and accomplishments! 












Consumer Credit in the Petroleum Industry 


(Continued from page 15.) 


sents taxes—federal, state and, in some localities, county 
and city. During the year 1933, 30 per cent of our 
retail sales value represented state, federal and municipal 
taxes. 

Any credit losses on such sales, therefore, represent a 
loss, not only of product, but also of actual cash, for the 
refiner or jobber must pay taxes on his sales or shipments, 
and if he doesn’t collect, he cannot deduct the loss, nor 
can he secure a refund. The refiner or jobber selling to 
the consumer is in the position of a tax collector who re- 
ceives no compensation (in most states) for collecting 
taxes and must pay the taxes whether or not he is able to 
collect them. 


In addition, in some localities which allow the collec- 
tion of taxes by jobbers or dealers, some of whom are 
irresponsible, the refiner finds his product in competition 
with cut-rate products, whose lower prices are due in 
many cases to the fact that somewhere along the line, 
some or all the tax has not been paid. 


The average for the entire country shows that the 
ratio of gasoline tax to total retail price of gasoline in- 
creased from nine cents of the dollar in 1924 to thirty 
cents of the retail dollar of sales in 1933. The original 
use of the gasoline tax to build roads has changed to the 
point that a good proportion is now used for other pur- 
poses. The per gallon tax varies in the several states 
from two to seven cents per gallon in addition to the 
federal tax of one cent per gallon. Experience has clearly 
shown that in those states which have the highest tax 
per gallon, the greatest evasion of gasoline tax takes 
place, due to the increase in the illegal profit to be made 
through evasion. 


For example: To a gasoline jobber in the state of 
Tennessee, which has a seven-cent state tax, the additional 
profit possible through evasion of this tax would be enor- 
mous. The usual gross profit he could make per gallon 
would be about two cents, and if the state tax or any part 
of it could be evaded, his gross profit would increase to 
nine cents a gallon, which means an additional profit of 
seventy dollars on each one-thousand-gallon tank load of 
gasoline. 


There is no doubt that the percentage of tax evasion 
is less today than in the past. Many states require finan- 
cial guaranty bond protection where the tax is allowed 
to be collected by jobbers. There are still a few states 
which depend on civil suits with no bond protection, and 
in these it is a fairly easy matter by operating through 
one corporation after another to leave the state with lit- 
tle chance for recovery. Only two states, Kentucky and 
Florida, treat evasion as a criminal matter, although it 
can be considered little else than embezzlement, as the 
jobber collects the tax from the consumer but does not 
turn it over to the state. 


It may appear that the matter of taxes has little con- 
nection with credit, but I don’t see how consumer credit 
on gasoline can be considered without some reference be- 
ing made to the subject. It has a very definite bearing, 
due to the amount of the taxes included in the retail 
sales prices, on the question as to what might be con- 
sidered proper terms in the sale of gasoline. 

The marketing of petroleum products has undergone 
great changes in the past dozen years. Previous to that 
time refiners sold almost entirely to a wholesale trade, 
who in turn sold to the consumer. The entrance of the 
refiners into direct marketing through company-owned 
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service stations and the tremendous increase in the sale 
of heating oil for homes has involved great changes in 
oil credit work. From passing on credit to large buyers, 
where financial statements and other complete informa- 
tion can usually be secured, to checking credit on retail 
accounts covering service station sales, household fuel oil 
deliveries and the like, is a long jump. 

Many of the older oil credit men who were in the 
habit of handling wholesale accounts, found themselves 
completely at a loss in handling retail credits and col- 
lections. They have found that an entirely different 
technique is necessary. There is no contract relationship 
covering definite periods of time in retail credit work, for 
the retail customer buys where he secures the best treat- 
ment and the best service and each account is a separate 
study in human nature, and not an analysis of a financial 
statement and other credit information. 

Unfortunately the oil credit man seldom has the op- 
portunity of meeting his customer in person, as do many 
retail credit men in other lines of business. The credit 
application may be filled out by a fuel oil salesman, or a 
service station manager or sometimes by a truck driver. 
Often the information secured is sketchy, to say the least. 

Consequently, the oil credit man has become a heavy 
buyer of retail credit reports, and depends largely on such 
information without the aid of a personal contact or inter- 
view. It is quite probable that the industry spends five 
million dollars annually for credit reports of all kinds. 

Many bureaus cooperate closely with oil companies. In 
this connection I would particularly mention the Bos- 
ton bureau, which I know from personal experience is 
rendering special and very valuable services to oil com- 
panies. 

Very few oil companies employ full-time collectors due 
to the wide territories covered. Most of the collection 
work is handled by correspondence, with the assistance 
of outside salesmen and agents and sometimes of service 
station managers and truck drivers. In some cases, the 
assistance of service station managers has been found to 
be effective, but rather embarrassing to the customer. 

I remember the case of Mike Dillon, who was a prize 
fighter before he became a service station manager, and 
beyond all question, Mike was tough. His station was 
located in a tough section of the city, but that didn’t 
mean that bad debt losses were heavy at his station. If 
Mike said a customer was worthy of credit, credit could 
be extended safely, bécause Mike took pride in the con- 
dition of his accounts, and the failure of a customer, 
whom Mike said was good, to pay his account promptly, 
was a personal matter with him. 

Once a foolish young man who had passed a bad check 
at another station for a tire, made the mistake of stop- 
ping in at Mike’s station shortly after Mike had received 
a warning sent out from the credit department. The 
credit man received a phone call from Mike to the ef- 
fect that he had removed the tire from the car, had taken 
enough money from the young man’s pockets to cover 
the check, and had his assistant sitting on him, and Mike 
was calling to report and get instructions as to what 
next to do. Needless to say, one young crook did not 
try that company’s stations again. 

Seriously, though, the oil credit man finds it necessary 
to conduct collection activities from a point often far re- 
moved from the point of delivery. He cannot rely to 
a very great degree on the personal contact of the truck 
driver delivering fuel oil, or the service station man when 
the customer stops at the station for more gas and oil. 
Usually, there are other people with the customer, and 
it would be extremely embarrassing to be dunned before 
them. 
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It may be that the customer realizes this, for gen- 
erally service station customers are fairly prompt in their 
payments. It may be, too, that the customer realizes that 
the nature of the business, and of the product itself is 
such that the oil companies must secure prompt pay- 
ment of accounts, if credit is extended. Certainly all oil 
companies have attempted to educate their consumer- 
customers along these lines. The credit terms in the 
Petroleum Code have helped, and it was possibly due to 
the previous education and follow-up, that there was 
practically no opposition to them by consumers. 

The credit men of the oil industry have cooperated to 
the fullest extent, and as the variety of products which 
are sold at stations increases, as is already evident will 
be the case, it is our hope that the abuse of credit will 
be prevented, and such credit as is extended will be only 
that which is justified and that insistence on prompt pay- 
ment will continue as the basic credit principle of the 
industry. 
> » » 


Faith—Courage—Unisonl 


(Continued from page 11.) 
is our keynote—‘‘dedicate ourselves anew to a disciplined 
attack upon our common problems.” 

Is the evidence of this confidence well founded? I 
think it is. I will quote from the leaders of two gigantic 
industries: Alfred Sloane, of General Motors, a few 
weeks ago, said: 

“The business upswing, which began in the summer 
of ’32, has been well augmented; industrial recovery is 
now an irresistible force.” 

Myron C. Taylor, Chairman of the Board of United 
States Steel: 

“A year ago, we thought we had turned the corner 


and could see signs of revival. Today, we know we can.”’. 


There is no room for pessimism in the present scheme of 
things; the pessimists are ruled out, once and for all, of 
participation in the world’s brotherhood. 

In closing, I am going to use two poetic quotations 
which are antitheses, simply to illustrate the thought. 


ThA Rota, CaeolT Aegeocsarions 
CONVENTION +~tHOT 


ma 19-22, § 


View of Twenty-First Annual Convention in Session—Hotel Peabody, Memphis, Tenn. 


One who had the world’s best prizes bestowed upon him, 
wealth, fame, affluence, and all that the world can give 
to a human, said this, at the age of thirty-three: 


“Through life’s dark road, so dim and dirty, 
I have dragged on to three-and-thirty. 
What have these years left to me? 
Nothing but thirty-three.” 


And three years later, just before his death, he said: 


“My life is in the yellow leaf, 

The flowers and the fruit of love are gone; 
The worm, the canker and the grief, 

Are mine alone.” 


Compare that with the poem of Edwin Markham, the 
Californian, eighty-three years of age. This was his 
utterance—mark the contrast: 


“I am done with the years that were— 
I am quits. 
I am done with the dead and the old; 
They are mines worked out. 
I have delved in their pits, 
I have saved their grain of gold. 


“Now I look to the future for wine and bread, 
I have bidden the past adieu. 
I laugh and lift hands to the years ahead, 
Come on—I am ready for you!” 
Faith—C ourage—Unison—exemplifying the keynote of 
this conference. 
> >» » 


The Founders Were There! 


Three of the founders of the National Association, S. 
L. Gilfillan of Minneapolis, George Fairley of Duluth 
and Wm. J. Starr of Boston were present at the Mem- 
phis Convention. 

Mr. Gilfillan, the “Father of the Association,” at the 
time the Association was formed, was Credit Manager of 
L. $. Donaldson Company, Minneapolis. 




















A Community Credit Policy - - 
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tempted only to influence the banks and other financial 
agencies to liberalize on credit extensions where the claim 
for credit accommodations was meritorious, and when 
collateral in the form of fixed assets or other safeguards 
against loss could be supplied. 

The government has never remotely inferred that un- 
sound loans should be made, but conversely, has con- 
tended that the banks were not making loans that should 
be made, recognizing that unless there was an active cir- 
culation of currency, there would continue to be a con- 
traction in business that is not conducive to the best inter- 
ests of all. 


Just as the national government has never, even by 
inference, endorsed the idea of unsafe loans for bankers, 
so has there been nothing in any of its proposals encour- 
aging an unscientific credit from merchants to individuals. 
There is no scheme for rehabilitation hypothesized upon 
the exploitations of the individual or a class of individuals 
that will ever be lasting in its effect, or socially sound. 

Whereas the government has deemed it most advisable 
to establish a higher wage scale, it was anticipated that 
attendant upon the increase in wages, there would be an 
increase in costs. It was never contemplated that with 
the increase in the wage scale there would be an attendant 
extension of credit beyond the economic and pecuniary 
means of the individual applicant therefor. To the con- 
trary, the government’s prayerful hope is to see already 
ill-advised obligations liquidated. 

It is my opinion, therefore, that those who have op- 
posed the idea of the Community Credit Policy, because 
the theory was in conflict with the current theory of 
government, have been carried away with puerile senti- 
ment and false patriotism rather than sound judgment. 
The government’s objective all the way through has been 
to effect regulations, equitable as far as consistent, to in- 
sure to each and every line of business a fair return on 
effort and investment, with the “live and let live” philos- 
ophy bound up in its theories. 

The government has never proposed or approved any 
recommendation having for its purpose the weakening of 
business structure as such. I contend that the govern- 
ment should look most favorably upon any regulation that 
retail business might invoke as a result of which retail 
business might not only become more solvent, but through 
which that solvency might be maintained. 

The government is unquestionably interesting itself in 
distribution, but if that distribution is not effected upon 
lines collateral in soundness with the general laws of 
business, the distribution thus becomes unhealthy and 
false in its ratio to production. There is no doubt but 
that production is governed primarily by distribution, but 
if distribution itself is fostered unscientifically, production 
in turn must suffer the reaction when reaction sets in. In 
all cases, regardless of legislation, regardless of regula- 
tion, the laws of supply and demand are going to govern. 

Inasmuch as retail credit has become one of the greatest 
vehicles in distribution, unless that theory of credit is 
scientifically correct in its functioning, the effect upon 
business cannot be healthy. Regardless of the fact that 
credit is looked upon by the uninformed simply as a me- 
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chanical process, it is, in the final analysis, a most scientific 
procedure. Abstractly, credit is a component element of 
our economic structure, and the principles of economics, 
defined or undefined as they may be, and as they may 
apply to any particular phase of industry as a whole, are 
incontrovertible. 


Credit must be based upon the ability to pay, and that 
ability to pay is governed by the ratio of earnings to the 
cost of commodities. We know that the cost of com- 
modities is still relatively higher than increases in pay and 
that the ability to meet debts is technically no better, 
despite reemployment and despite salary increases, than it 
was in the less attractive years of "31 and ’32, despite the 
psychological improvement. 

I, therefore, recommend to this convention that the 
theory of the Community Credit Policy be endorsed and 
proposed to the national government's accredited and 
authoritative agency for inclusion under the various codes 
governing retail business. 

I have no idea whatsoever of being “mealy-mouthed”’ 
about this Community Credit Policy proposition. I have 
invested too much sweat and blood in promoting it to be 
over-deferential toward those agencies and communities 
that have failed to accomplish what was set out to ac- 
complish. The alibis that have .been presented for the 
failure to put the deal over have been pitifully weak and 
vulnerable. I have studied carefully every excuse that 
has been made for the failure to adopt the policy. Some 
of those excuses are very sound indeed. 

I am not blind to the fact that in my own home town, 
where every influence was brought to bear to initiate the 
policy as proposed, one merchant biocked some of the 
most important features of the code, because of personal 
prejudices that seemed to be insurmountable. His con- 
clusions were simply unfounded. His expressions of love 
for the public almost drove me to tears—or should I 
say—to murder. (Laughter.) 

I cannot believe that this one merchant can possibly be 
right in his convictions, with all others wrong in their 
conclusions. Unquestionably, this same situation exists 
in other communities, and after struggling as I did to 
overcome this obstacle in my own city, I am not prone to 
discount the problem elsewhere. But that situation did 
not exist in every city in which the code as written. was 
not adopted, or in which no code at all was fostered. 

More often than not, the failure to adopt the Com- 
munity Credit Policy was directly chargeable to lethargy 
and laziness. It has resulted from the failure of credit 
men to exert the influence necessary to allay the fears and 
turpitude of their employers. I am unwilling to believe 
that the opposition to the Community Credit Policy has 
in all cases been attributable merely to an arbitrary at- 
titude on the part of merchants, but I am convinced that, 
more often than not, it may be ascribable to the mer- 
chants’ failure to have sufficient confidence in their com- 
munity’s credit set-up to justify the change to the new 
order or the new deal in credit. 

I cannot believe that merchants and credit men, who 
have known me for twenty years, more or less intimately, 
could possibly believe that I would be obsessed with the 
soundness of any thought or theory merely to satisfy an 
egotism or to justify a position long maintained in rela- 
tion to the science of retail credit. I would rather be- 
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lieve that in whatever interest I have exerted on behalf 
of the adoption of the Community Credit Policy, I would 
be credited with the conviction: that the theory is sound 
and practicable, if they would permit themselves to be 
moved by logical argument instead of blind prejudice. 


What is this theory of the Community Credit Policy? 
Is it merely a dream? Is it an evolvement of obstinate 
ambition? Is it that such a theory as that of the Com- 
munity Credit Policy can be construed as a proposal ill 
founded—only as a something different from the regular 
order of things as practiced heretofore and which has 
proved itself unequal to the occasion? To the contrary, 
the whole theory as proposed, presented and fostered, has 
been built up from fragments of experience collected in 
one fashion or another, and moulded into a whole in the 
belief that the geometric axiom would apply, namely, that 
things equal to the same thing are equal to each other, 
and that the co-relation in economic factors in all com- 
munities is fundamentally similar. 


If it is practicable on the Atlantic Seaboard to demand 
the liquidation or the payment of accounts in full within 
sixty days, the same may justifiably be demanded in San 
Diego, California. If it is sound for General Motors Ac- 
ceptance Corporation in San Diego, California, to sell the 
Frigidaire on the installment plan and on a definite basis 
of differential or carrying charge for deferred payments, 
and to apply the same differential to the sale of Frig- 
idaires in Miami, Florida, it is just as reasonable for 
furniture dealers in the same two cities to observe the 
same bases for the installment sale of their commodity. 
Likewise, if the experience of a representative city like 
Birmingham, Alabama, has justified a carrying charge on 


past due open accounts, such an assessment should be ap- _ 


plicable in Houston, Texas, and so on, ad infinitum. 

I invite those who have not warmed up to the Com- 
munity Credit Policy idea to review the theory as it has 
been published, and to break it down, thinkingly. Is it 
presumptuous to demand that every application for credit 
be cleared through a credit bureau? Is there any think- 
ing person who can conscientiously object to this proposed 











procedure? Is it conceivable that, at this late day, the 
direct inquiry can be defended except in most unusual and 
exceptional cases? Is an intelligent person going to argue 
that the Service Division has not justified its existence 
and that its functionaries have not been sufficiently well 
developed to fit any reasonable demand that can be made 
upon them? 

In reference to installment selling: The whole theory 
of this sales plan in practice and precept is bound up with 
the assessment of interest and carrying charges. If this 
basic principle as applied to installments is sound, is it 
then not sound that when installment payments them- 
selves are delinquent, an interest charge or penalty for 
that delinquency should be assessed? In other words, if 
one proposition is correct in its structure and solution, 
may I not assume that its corollary is correct? Further, 
upon the hypothesis that the assessment of carrying 
charges on installments is economically sound, may I not 
deduce that the assessment of carrying charges on open 
accounts paid on the installment plan is justifiable? 

Am I going to be obliged to presume that merely be- 
cause the element of risk is greater on the open account 
that is not tied up lock, stock and barrel with a chattel 
mortgage recorded with due process and incorporating 
every chiselling clause that our lawyers can construct— 
I say, is it just because of those facts that we should be 
more liberal and considerate in open charge accounts ex- 
tended unreasoningly, in the great majority of cases, with 
no collateral other than the purchaser’s implied promise 
to pay? 

Gentlemen, are you going to ask me to continue to 
present these ridiculous arguments in defense of a theory 
that is sane, sound and foolproof? Is it not better that 
we be honest with one another and lay our cards on the 
table? Is it not a fact that credit men either haven’t the 
guts to fight for what they think is right, or haven’t the in- 
fluence in the business world, necessary to put the deal 
across? 

There is only one great weakness in the Community 
Credit Policy, that I recognize and will confess to, and 

(Continued on page 32.) 
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General Johnson Talks Credit 


(Continued from page 8.) 


When the merchants of this country put a halter on 
price cutting and locked up the “loss leader” where it can 
do no harm; when industrialists combined with the bless- 
ing of law and government to prohibit the unconscionable 
evil of rebates, by which the business man hurled himself 
to destruction by the mere expedient of doing more and 
more business, losing more and more money; when they 
did this and similar things, they forced upon themselves 
a return to unfrenzied merchandising that immeasurably 
lightens the responsibility on the shoulders of you credit 
men. 

I have heard people say, and you certainly have heard 
it, too, that the codes are well-meaning pieces of paper 
by which no one bothers to abide, unless he lets patriotic 
enthusiasm run away with him. 

Of course, there is plenty of chiseling. I know that. 
But, at the very laxest point of compliance, it has never 
been as bad as the sneering disbelievers, the cold-blooded 
exploiters, who would refuse to give the Lord, Himself, 
any credit for improving humanity, would have you 
think. And don’t miss this one: That old Blue Eagle 
of NRA has not lost its appeal; we prove that fact 
every time we take one away from a chiseler and hear 
him come howling home for repentance and another 
Eagle. 

That Bird will stay put where the home purchasing 
agent can see it as an emblem of clean business, of the 
kind of establishment that citizens want in their home 
town. You will hear more about it in the months to 
come, for we have come now to a point in NRA 
where we finally can turn to assisting business effectively 
in the task of administering its code. That isn’t an idle 
promise. A quick look at what has been happening will 
show you readily what is to come. 

A year ago, we were just starting in; by this time of 
that year, we had one code going through the mill, it 
took us a month to finish with that one code, although 
months of painstaking work had been done within the 
industry to get it ready for us. In the eleven months 
since that No. 1 Code, the Cotton Textile Code was per- 
fected and made a pattern, a standard for the nation, four 
hundred and seventy codes have been brought into being. 
Not only we in the government, but the leaders of these 
industries were working in the dark, at the start. We 
had no guide, no definite economic rule, we put the codes 
through almost by the old “trial and error” method; we 
hammered, sometimes we hit the nail and sometimes, un- 
fortunately, we hit our thumb. 

It was not humanly possible to accomplish such a tre- 
mendous program, to build such a huge network of self- 
ruling organization, and, simultaneously, to keep con- 
stantly on the alert to see that every detail worked like 
a watch mechanism. It just was not in the cards. Once 
launched, there was no halting in that code-making proc- 
ess. It had to be carried through so that every industry 
in the country, and its workers, might as quickly as pos- 
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sible have an even break at the recovery program benefits. 


We established compliance rules and put a staff to 
work on them, which was a stop-gap proposition, es- 
sential to keep the machinery from rusting, but one that 
never had a chance to function 100 per cent, because that 
organization, which grew from eighty-five to twenty-five 
hundred, in a few months, was absolutely concentrated 
on the tremendous problem of code making. But there 
is an end to code making, we are as good as through with 
that, today. 


We will take care of the remaining miscellaneous in- 
dustries fairly, and by the same process of agreement, 
without dictation, that has been observed up to this 
moment. We know something of the rules, now, and we 
need not give to these small units, individually, the un- 
remitting toil and detail which was necessary for the 
first industries, for those who employ 95 per cent of 
American employment under the code and which are 
now codified. That is how near this job is done. 

For months past, some of the smartest men in the 
country have been going over our organization, working 
it around to the structure it must take for true adminis- 
tration. That procedure is almost done. Within the 
next thirty days, we hope we shall be able to devote the 
major part of our industries to seeing that codes work; 
that complaints are attended to promptly and adjusted ; 
that the agreements get amended and refined until they 
function as they should. 


9ru &6 WASHINGTON 
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N ORDER to perfect the proposed new organizational 
set-up of the National Retail Credit Association, eleven 
regional districts will have to be organized. The 

states comprising these regional districts are as follows: 


District No. 1 


Connecticut Rhode Island 
Maine Vermont 
Massachusetts Quebec, Canada 


New Hampshire 
District No. 2 


Delaware New York 

District of Columbia Pennsylvania 

Maryland Virginia 

New Jersey Ontario, Canada 
District No. 3 

Florida North Carolina 

Georgia South Carolina 
District No. 4 

Alabama Mississippi 

Louisiana Tennessee 
District No. 5 

Illinois Ohio 

Indiana Wisconsin 

Kentucky Ontario, Canada 

Michigan 


District No. 6 
Iowa North Dakota 


Minnesota South Dakota 

Nebraska Manitoba, Canada 
District No. 7 

Arkansas Missouri 

Kansas Oklahoma 
District No. 8 

Texas 
District No. 9 

Arizona Utah 

Colorado Wyoming 


New Mexico 


District No. 10 


Alaska Washington 

Idaho Alberta, Canada 

Montana British Columbia, Canada 

Oregon Saskatchewan, Canada 
District No. 11 

California Nevada 

Hawaii 


Each of these districts will, when perfected, be com- 
prised of a Credit Managers’ Group, a Credit Bureau 
Managers’ Group and a Supervising Collection Depart- 
ment Managers’ Group. ‘These three groups will meet 
together in one annual conference. Each will have its 


own officers and directors and each will conduct its own 
program. 
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It is proposed that the President or Chairman of the 
Credit Managers’ Group for each of these districts will 
comprise the Board of Directors of the National Retail 
Credit Association; and that the President or Chairman 
of the Credit Bureau Managers’ Group for each of these 
districts will become the Inter-Bureau Reporting Depart- 
ment Committee; and that the President or Chairman of 
the Supervising Collection Department Managers’ Group 
for each of these districts will become the Supervising 
Collection Department Committee, providing the pro- 
posed changes in the organizational set-up of the NRCA 
are approved and made effective at the next convention 
which will be held in Rochester, New York, June, 1935. 

In the meantime it is necessary that the eleven regional 
divisions be organized and functioning at the earliest date. 
Organizational work in each regional district should, 
therefore, be started immediately. It is understood and 
agreed that the functions of State and Group State As- 
sociations shall in no way be nullified, limited, or re- 
stricted through the formation and operation of the dis- 
trict of which they are a part. 

It is suggested and recommended that the officers of 
State and Group State Associations, regional conferences, 
state and district chairmen comprising each of the eleven 
districts work out the plans for holding the organizational 
meeting in each district. Every effort should be made to 
secure as large and representative attendance of each of 
the three groups including credit executives, bureau man- 
agers, and supervising collection department managers as 
is possible. 

At the first meeting an organizational set-up should be 
perfected. Each group should select its officers and di- 
rectors and certify the results of such election to the 
National office. 

It is recommended that each division as organized shall 
appoint a committee on Constitution and By-Laws con- 
sisting of three—one from each of the groups; that this 
committee prepare a Constitution and By-Laws which 
‘shall be submitted to the National office previous to its 
adoption. The eleven Constitutions and By-Laws will 
be gone over by the Legal Department of the National 
Retail Credit Association with the thought of developing 
one uniform Constitution and By-Laws which may be 
adopted and made applicable by each of the eleven dis- 
tricts. This procedure will assure uniformity of opera- 
tion. 

Each district should consult the National Office before 
definitely deciding upon the date of its organizational 
meeting. This will permit scheduling of such dates in 
order that a representative of the National Association 
and of the National Consumer Credit Reporting Corpo- 
ration may be present at each of the meetings. Each dis- 
trict will, of course, make every effort to see that its first 
program is as educational and entertaining as possible. 

It is proposed that the eleven regional districts, when 
fully organized and successfully operating, will be minia- 
ture National Conventions. It is confidently expected 
that the attendance at these meetings will be unusually 
large since the expense of attending will be relatively 
small. 

> >» » 

The Department Store Group Conference at the Mem- 
phis Convention decided that hereafter open charge ac- 
counts be designated as “monthly charge accounts” and 
not as “thirty day accounts.” 
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A Community Credit Policy - - 
(Continued from page 29.) 


that is that for its success it is dependent not upon logic 
or feasibility, but upon the cooperation of certain weak- 
kneed credit men and ill-advised or poorly informed re- 
tail merchants. 

Let me not be misunderstood. I do not infer that all 
credit men are weak kneed and all merchants are ill 
advised. To the contrary, the brilliant battle that has 
been fought within the last twelve months, by merchants 
and credit men, to establish the Community Credit Policy, 
has reflected real Spartan dauntlessness and backbone, and 
has been an inspiration. It has proved that both mer- 
chants and credit men, as a class, are better informed on 
retail credit problems and the weaknesses of the retail 
credit system than they have ever been before. Momen- 
tum will be gained as time goes on, and as in all matters 
in business and in society, common sense and logic will 
ultimately prevail. 

I have watched from the sidelines during all this cam- 
paign for the promotion of the Community Credit Policy, 
and have attempted to analyze the various emotions and 
reactions that were encountered, and have observed a 
spiritual struggle that has been most praiseworthy and 
portentous. A certain element of credit men and mer- 
chants, the intellectuals in business, if you please, have 
entered the fray and will win out in the long run, be- 
cause they are being influenced by experience and com- 
mon sense and not by egotism or emotionalism. Accord- 
ing to my way of thinking, the theory of the Community 
Credit Policy is almost assured of eventual national ac- 
ceptance, as the spineless minority to which I have re- 
ferred, afraid of anything not smacking of obsolescence, 
will either fall into line or be whipped into line. 


» » » 


The President’s Message 
(Continued from page 12.) 


tributions of a constructive and instructive nature. Your 
credit department problems should be aired through “The 
Credit Clinic.” In other words, all of us should be will- 
ing to extend the other fellow the advantage of our 
knowledge as to how a Credit Department should be 
conducted. 

The credit department can be developed into a most 
valuable sales department. In doing this we will add to 
our importance to our employers and our credit depart- 
ments will become recognized by our employers as really 
worth-while institutions. 

There is no reason why our National Association 
should not become stronger and more influential than at 
any time in its history. Our Association embraces the 
most outstanding credit executives of the United States— 
men who are broad and logical in their manner of think- 
ing and who are most constructive in performance. 

To these gentlemen do we particularly appeal for as- 
sistance and cooperation. It lies within the power of these 
gentlemen to cause their local organizations to become 
100 per cent National, and we humbly beseech them to 
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do so—not for personal aggrandizement, but for the good 
of business in general and our own National Association 
in particular. 

Our new General Manager-Treasurer, Mr. L. S. 
Crowder, has a “man’s-size” job on his hands. He is go- 
ing to cover the territory as broadly as conditions will 
permit and put forth every effort toward the upbuilding 
of our organization. Mr. Crowder suggests that you 
correspond with him freely and frequently with refer- 
ence to any matters which you believe should properly 
come before him. Suggestions will be welcomed and will 
receive careful and courteous attention. 

Remember that our new General Manager must be 
fully acquainted with conditions existing in each and 
every community. He will only become acquainted with 
these conditions to the extent that you are willing to 
confer with him. Your cooperation in this particular 
is very cordially requested. 


In conclusion, your President assures you that he will 
continue to give all that he has in the interest of our 
National Association, and will, at all times, welcome sug- 
gestions. Our administration will succeed in exact pro- 
portion to the cooperation accorded it by our members 
at large. We are determined to make a good job of it 
and shall depend upon you to do your part. 


> » » 


“A Word to the Wise” - - 


(Continued from page 17.) 


sufficient. Even though I cannot be two-faced enough 
to contend that the National Association has done every- 
thing that might justifiably have been expected of it in 
the past, I do not remotely feel that its duty cannot be 
performed in the future. If the National Association is 
to maintain the leadership to which it has a prior claim, 
its internal organization must be adjusted so as to in- 
sure the Association’s position. 


Although I am going to purposely refrain from mak- 
ing any reference whatsoever to the contemplated recon- 
struction of the National’s operating set-up, I do contend 
that divorcement or no divorcement, the main responsi- 
bility of the National Association is to protect the inter- 
ests of credit men as such; to devise ways and means for 
the enlargement of the credit man’s influence in the busi- 
ness world; to institute researches; to collect statistical 
matter, to devise regulatory and mandatory courses of 
conduct to insure scientific and controlled credit exten- 
sion, and to foster the observance of sound principles, even 
to the “forks of the creek.” 


When these functions of the National Association are 
performed, the influence of the National Association in 
the retail world will be maintained and the credit frater- 
nity will be spared from the paternalism and governance 
of the National Retail Dry Goods Association, which or- 
ganization, despite its representations, is planning to steal 
the National Association’s dynamite and to corral the 
membership of the National into one more group or de- 
partment, to further subjugate the credit man to the 
jurisdiction of controllers. 
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